; Society by the late Sir James Martin. 

A COD |} } {i} la rae as The duties of its holder will be toadvance 

learning and promote knowledge in the 

DECEMBER, 1952 subject of accounting. He will be 

expected to keep in touch with the 

— universities, learned societies and other 
accounting bodies throughout the world 


Professional Notes 403 Recenr Tax Cases . 
The Stamp-Martin Chair of Accounting and to give a course of four research 


Uneasiness for Transport and its Users— lectures in any one academic year. He 
—And Gloomy Prospects for the Vehicles = Tye Srupent’s Tax Corumys— will devote a considerable part of his 
Auction = 408 Profits Tax—II . . F 
Borrowings by Local Authorities time to his own researches and the duties 
Eighth International Hospital Congress 409 Publications of the Chair will have first call upon his 


spens d I i for the Local . . 4 
gg co Progen A Se ee , time. It is also hoped that he will take 


Costing in the Die-Casting Industry 411 The Month in the City a special interest in education for the 
Untaxed Interest 412 Points from Published Accounts accountancy profession. It is contem- 


The Australian Budget , . 
Stock Exchange Charges Readers’ Points and Queries plated that, provided candidates are of 
sufficient academic status to hold the 


A Step Forward in Steel ‘ ° : 
: 413 Covenant in Favour of Trustees 7 _* 
calamities 413 Balancing Allowances office, there will be no restrictions 


Plitorial 413 Income Tax Repayment Claim whatever upon future elections to the 
jt The New Planning Bill 413 Development Values Chair; thus there will be no limita- 
Laing Articles 414 Receipts on Cheques tions in respect of membership of any 
2 Costing—I. Management Accounting  #Wers to the Editor accounting body. 

and Productivity 414 The Victoria League The first election to the Chair was 
393 Costing—II. Seven Ideas on Costing = 4, made in consultation with Professor 
95 Costing—III. Research on Costing in 11, Legal Notes E. A. G. Robinson and Mr. Richard 

re sie Stone, both of the University of Cam 
997 The Rule in Howe v. Lord Dartmouth : t ee : - 
. On. Sens ee bridge, and Sir Henry Clay, of the 


. 416 Birmingham Diamond Jubilee : : 

Taxation 416 Co-operation with Canadian and Ameri- University of Oxford, | as representa- 

ies oe a can Accountants tives of academic opinion. It is pro- 

pigs een oe 417 How to Reduce Income Tax vided that to safeguard the status of 
ee ee eee the Chair future elections will be 


_ ‘ eS Taempeens Aereunnett Lakye made only after consultation with 
Repayment Claims 418 Council Meeting h 
E.P.L.—Bonus Shares and Debentures 419 District Societies these Assessors. ; oP 
E.P.L. and Directors’ Remuneration 419 Events of the Month The founding of this Chair is an 


tein A — or 420 Personal Notes imaginative and far-sighted step, in 
Current Law Income Tax Acts Service 420 Removals keeping with the Society’s determina- 
(Clitas) 420 Obituary tion to further the study and advance- 
VOL. LXIII. (VOL. 14 NEW SERIES) NUMBER 712 - ment of accounting. It will do much 
to accelerate the development of 
accounting as an academic subject and 
to secure its progress, not only for 
- utilitarian ses, but also as a com- 
r rofessional Notes panion re applied economics. 
It is indeed fitting that the first occu- 
The Stamp-Martin Chair of Accounting pant of the Stamp-Martin Chair, Mr. 
Tue Councit or THE SocreTY OF INCORPORATED ACCOUNTANTS ANNOUNCES THE Bray, should be one who has widely 
foundation of a Research Chair of Accounting tenable at Incorporated Account- distinguished himself both as a practis- 
ants’ Hall. It is the first Chair of the kind to be sponsored by a professional body ing accountant and as a_ research 
of accountants. worker in many different fields of 
The first holder of the Chair is Mr. Frank Sewell Bray, F.c.A., F.s.A.A., who isa accounting, but particularly in the 
Senior Nuffield Research Fellow in the Department of Applied Economics at the new and important field of social 
University of Cambridge. It is hoped that the type of academic relationship accounting, in which the techniques 
tshibited in this first election will constitute a precedent, and it is expected that of the accountant are of prime useful- 
future holders of the Professorship will be of comparable academic standing. ness in the formation of economic 
There are many precedents for the appointment of a Professor by bodies other __ policy. 
than universities. ‘The Royal Society, the Institute of International Affairs and 
the Royal Colleges all have Chairs, and ensure that they possess a status equivalent Uneasiness for Transport and its 
to that of a university Professorship. ‘The Society of Incorporated Accountants Users— 
intends in no way to depart from this standpoint. During the same week of November 
The Chair commemorates the interest in accounting research of the late when it was announced that charges 
Lord Stamp, an Honorary Member of the Society, and the foundation of the for railway freights, docks, canals and 
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road haulage are to rise by 5 per cent. 
from December 1, and that the Trans- 
port Commission may again apply for 
higher passenger fares next year, the 
Government was rather irresolutely 
carrying its modified Transport Bill 
through its second reading. 

The main change in the proposals 
‘see Accountancy for June, 1952, 
pages 185-6), is that the levy on road 
hauliers is now intended only to amor- 
tise losses on the resale of the assets of 
the Road Haulage Executive and not, 
as previously, also to recompense the 
railways for their inability to compete 
with road transport. This is certainly 
a great improvement. But the des- 
cription of the new arrangement by 
the Secretary of the Transport Com- 
mittee of the Association of British 
Chambers of Commerce, Mr. H. S. Vian- 
Smith, as “‘a pretty crude attempt to 
disguise a loss of public money” is 
hardly exaggerated, and he was equally 
to the point when he said : 

** A levy imposed on hauliers must 
in the end be recovered from the 
general public via the user of transport. 
As is always the case, the ordinary man 
and woman must pay for the errors of 
government. How much more open 
and straightforward it would be to 
admit this fact and write off the losses 
from such public sources as the road 
fund, without establishing new mach- 
inery to deal with a complicated trans- 
port fund.” 


—And Gloomy Prospects for the 
Vehicles Auction 


There is a widespread feeling, shared 
by a significant number of the Govern- 
ment’s supporters in the House, that the 
return of nationalised road transport to 
private ownership is being pushed for- 
ward too hurriedly and will result in 
dislocation in the industry. Without 
opposing denationalisation, this ele- 
ment of opinion holds that road haulage 
should be reorganised in units larger 
than those which will probably result 
from the Government’s plan for a 
grand auction sale, and should be more 
carefully co-ordinated with the rail- 
ways. In short, as it was put by 
another spokesman of the Association 
of British Chambers of Commerce, its vice- 
president (Mr. T. H. Summerson), 
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there should be a * break down ” rather 
than a “break up” of the existing 
undertaking. 

The Association also argued that 
while outmoded restrictions on railway 
charges should be modified — and 
certainly if the railways are to remain 
common carriers, bound to accept any 
freight, they should have much greater 
latitude in fixing their charges—there 
should be full publicity on railway 
rates, not, as is now proposed, merely 
on maximum rates. 

Meanwhile, on the one side, there is 
a fear among some Government sup- 
porters that a future administration 
might increase the road levy to its own 
ends, as for covering the cost of re- 
nationalisation, and on the other side, 
the Opposition has gone beyond its 
earlier threat to renationalise without 
paying compensation for goodwill “a 


’ second time,” by saying that it might 


refuse to renew the licences of hauliers 
who have acquired vehicles from the 
Commission. Certainly the prospects 
for the auction sale are far from bright. 


Borrowings by Local Authorities 


A major change in policy relating to 
borrowing for capital works by local 
authorities was announced during the 
second reading of the Public Works 
Loan Bill in the House of Commons on 
November 12, 1952. As from January 
I, 1953, the restrictive provisions of the 
Local Authorities’ Loans Act, 1945, 
will no longer apply, and local authori- 
ties will be free to borrow directly from 
the market. Indeed, some of the larger 
authorities will be asked to further the 
new policy by issuing their own stocks. 
The Public Works Loan Board will still 
be available as an alternative source of 
supply. In fact, the Bill makes pro- 
vision for advances from the Board of 
£500 million, the same amount as in 
last year’s Bill. : 
Since the passing of the Act of 1945, 
local authorities have been obliged to 
borrow new loans almost exclusively 
from the Board. Money for this 
purpose has been provided by succes- 
sive Budgets as ‘‘ below the line” 
expenditure. In other words, current 
taxation has been financing capital 
works of local authorities, a practice 
which has been widely criticised. Any 
reduction in the amount of borrowing 


from the Board as the result of the ney 
policy will give the Chancellor a) 
opportunity to make a corresponding 
reduction in direct taxation. 
An immediate matter of concern ty 
local authorities will be the reaction of 
the market to their new freedom. | 
pre-war times there was a steady marke; 
which, by the issue of stock and short. 
term mortgages, met the requirements 
of all classes of local authorit, 
borrowers. Since then, the local author. 
ities have had to by-pass the market. 
and various forms of National Savings 
offer competition. It may well be thar 
some nursing of the market in the 
initial period of its development will 
be necessary to avoid overloading. 
At the present time, the rates of 
interest charged by the Public Works 
Loan Board approximate generally to 
the market rates for similar periods, but 
by the rigid application of the rules of 
the Board the periods of the loans are 
fixed in relation to the estimated life 
of the relative assets, as determined by 
the period of repayment of the loan 
sanctions issued by the appropriate 
Government Departments. The local 
authority has no choice in the matte 
and must borrow for the full periods. 
In times of rising interest rates, the 
burden threatens to become onerous, 
“particularly when it is borne in mind 
that by far the greater part of present 
expenditure is in respect of new housing 
estates and new schools, which carry 
loan periods of 60 and 30 years 
respectively. Borrowing from the 
Board would therefore commit the 
local authority to the payment of the 
higher rates of interest for these long 
periods. Local authorities probabl) 
have good reasons, therefore, for wel- 
coming the opportunity given to make 
direct approach to the market, for 
short-term loans in particular, in the 
present conditions of the market. 


Eighth International Hospital 
Congress 


The International Hospital Federation will 
hold its Congress in London from Ma\ 
27 to 30 next. The central theme will 
be “ Preventive Medicine as a Majo! 
Function of the Hospital, and 1s 
Implications.” Of the four points 0 
view from which this subject will be 
studied, one will be administration. 
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suspense and Inquiry for the Local 
Government Act, 1948 


\ Bill has been introduced into the 
House of Commons to postpone to a 
date to be directed by the Minister of 
Housing and Local Government the 
coming into force of the new valuation 
jsts under Part III of the Local 
Government Act, 1948. The new 
valuations are being made centrally, 
but the pressure upon the Valuation 


Branch of the Inland Revenue makes . 


it impossible for them to be effective 
fy rating purposes in 1953, as was 
intended. The Government now aims 
at making them so by 1956. The 
working of Part I of the Act—that is, 
the operation of the equalisation grant 
—is being investigated by a working 
party composed of representatives of 
the various classes of local authorities. 
This subject has been exhaustively 
studied by a research working party of 
ihe Incorporated Accountants’ Re- 
earch Committee and other bodies and 
itis to be hoped that their reports, four 
of which have already been published 
in Accounting Research, will be of assist- 
ance in the new inquiry. 


Costing in the Die-Casting 
Industry 


Accountants in the die-casting industry 
should obtain a copy of Zinc and Alumin- 
um Die Casting, a report of a product- 
ity team sent. to the U.S.A. by the 
Anglo-American Council on Product- 
wity. The report is obtainable from 
the Council at 21, Tothill Street, 
london, S.W.1, for 4s. 5d. post free. 
Although the members of the team 
were almost entirely technicians, it 
paid a fair amount of attention to 
costing. The team reported that the 
lundamentals of costing in American 
‘oundries were no different from those 
in this country, but two methods 
“designed to encourage departmental 
managers and foremen to study cost 
‘actors,” which were particularly noted 
in the report, are of interest. Both 
methods are stated by the team to be 
pen to some possible criticism on 
details, but they both served to interest 
the works staff in costing and they 
oth allowed the information to be 
wailable by noon of the following day. 
The methods are described thus: 


(2) The plant superintendent com- 
pletes a daily casting count control sheet 


showing the quantity of castings produced 
during one or two shifts on each machine. 
The sales department then calculates the 
potential sales value of the good castings 
produced and, if each machine has 
earned at least a minimum pre-assessed 
sales value per hour, the works personnel 
know that they are producing efficiently 
and profitably. 

(6) A points scheme was based on a 
standard allowance of 90 points per hour. 
Each casting is allotted a points value; 
for example, if the output of castings is 
estimated at 30 per hour, the points value 
of each would be 3, or, if 90 per hour, 
their individual points value would be 1. 
From this points value the basic labour 
cost is estimated. A daily points achieve- 
ment record is carefully maintained, and 
this gives a regular assessment of efficiency. 
Any serious fall below go points an hour 
is subjected to thorough investigation, 
and conversely any considerable rise 
above go points indicates that the point 
allocation for the job is too generous. 
Reduction of point allocation is possible 
only when the method of manufacture is 
altered. 


The report also reproduces a useful 
costing form in use in an American die- 
casting company, and in an appendix 
gives the basis on which cost estimates 
were built up in the pressure die-casting 
and the gravity die-casting sections of 
the industry. 


Untaxed Interest 


The Financial Secretary to the Treas- 
ury, replying to a question in the House 
of Commons, said that up to the end of 
September, 1952, rather more than a 


million notifications of untaxed interest . 


had been received under the provisions 
of Section 27 of the Finance Act, 1951. 
(This section requires banks and savings 
banks to notify the Inland Revenue of 
untaxed interest on deposits held on 
their books.) Some 700,000 of these 
notifications had so far been examined; 
under-assessment had been discovered 
or was suspected in about a quarter of 
the cases. About 45,000 cases of 
under-assessment had been settled. 


The Australian Budget 


A feature of the debate on the 
Australian Budget in the House of 
Representatives was the unexpected 
withdrawal by the Treasurer of a 
provision which he had introduced for 
the more rigorous taxation of retire- 
ment allowances to employees. Appar- 
ently, on reflection, he considered it 
preferable to allow the present 


ror 


technical disadvantages of the taxation 
of these allowances to continue rather 
than to remove them at the expense of 
new anomalies. 

A number of newspapers attacked the 
Treasurer and the Tax Commissioners 
for a provision on the taxation of 
private partnerships on a change in the 
partners’ holdings, alleging that im- 
proper over-assessments were thus being 
given retrospective authority. The 
charge was vigorously denied by the 
Treasurer in the House. 

The budget was noteworthy for a 
new allowance against income tax in 
respect of education expenses incurred 
by parents. The allowance is to be 
£50 annually for each child receiving 
full-time education. The Labour 
Party, which is in opposition, attacked 
the provision, not on grounds that 
parents should receive no financial con- 
cession for paying for their childrens’ 
education, but that the maximum 
allowance was too low! Those who 
have urged that a similar allowance 
should be granted in Great Britain 
cannot conclude from this that such a 
proposal wouid not be opposed in the 
House of Commons; the Australian 
Labour Party has numerous Roman 
Catholic supporters, and their large 
families are frequently not educated in 
State schools. 


Stock Exchange Charges 


The new scale of charges proposed by 
the Council of the Stock Exchange has 
now been approved and comes into 
force on December 1. Like many other 
commentators we have entered a 
criticism of the new scale (see this 
journal, September and November 
issues, pages 295 and 358), mainly 
because we felt the long-term interests 
of the capital market as a whole would 
best be served by a fall, not a rise, in 
the cost of conducting business on the 
Exchange and also because the reduc- 
tion in outside agents’ remuneration 
seemed to us also to militate against the 
popularising of investment through the 
Exchange. However, the members of 
the Exchange have now decided upon 
the new scale with full knowledge of the 
implications and their decision is not 
to be challenged by outside observers. 
We may perhaps permit ourselves 
merely to hope that conditions will 
before long allow the charges to be 
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adjusted downwards and outside agents’ 
remuneration to be restored. Whether 
this will be possible depends mainly 
upon the level of costs in brokers’ 
offices—a factor in regard to which 
practising accountants, facing as they 
do the continuous rise in their own 
office and administrativé expenses, are 
bound to be especially sympathetic. 


A Step Forward in Steel 


A shift in emphasis in the Government’s 
thinking on the denationalisation of the 
iron and steel industry appears to have 
taken place in the weeks between the 
publication of its White Paper (dis- 
cussed on page 298 of our September 
issue) and the appearance of the Iron 
and Steel Bill. This shift in emphasis 
is to be sharply distinguished from the 
embarrassing profusion of second 
thoughts that has accompanied the 
measures to denationalise road haulage. 
It is most noticeable in what is perhaps 
the most significant passage in the Bill: 
that which declares that the main duty 
of the proposed Jron and Steel Board is 
generally to supervise the industry 
‘‘ with a view to promoting the effi- 
cient, economic, and adequate supply 
under competitive conditions of iron 
and steel.” No reference to competition 
appeared in the White Paper. How 
strictly the phrase “ competitive con- 
ditions ” will be interpreted is admit- 
tedly an open question, but there are 
some other signs it will not be entirely 
ignored. The Board, for instance, is 
expressly denied the power to sell, 
without the special consent of the 
Ministry of Supply, any imported raw 
materials or finished iron and steel at 
prices lower than cost, and the power 
mentioned in the White Paper for the 
loss on such transactions “to be re- 
covered from appropriate sectors of the 
industry, as is done at present” is no 
longer specifically provided, though 
the Board’s more general powers to 
raise levies might cover this particular 
contingency. It might be wrong, how- 
ever, to infer from these clauses that the 
Government intends to scrap the 
present system of levies and subsidies 
in the industry. 

The purview of the new Board will 
be wider than that of the present /ron 
and Steel Corporation, but some limits 
have been put on its powers to control 
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development and prices. The earlier 
Board of 1946 had powers “ to review 
and supervise programmes of develop- 
ment ”’; the new one will be able only 
to “‘ consent ” or to “withhold consent.” 
Indeed, it might well be said that its 
powers will not be sufficiently effective 
to influence the location and capacity 
of the plants that the steel companies 
may want to erect. It will be empow- 
ered to fix maximum prices but will 
not be obliged to do so. These maxi- 
mum prices will apply only to pro- 
ducers and, by notice, to selling agents 
handling ‘“‘ the whole or a substantial 
part” of a producer’s output. Price 
control, as is the Board’s refusal to 
agree to any development plan, is 
enforceable only by civil proceedings 
for an injunction. The way has been 
left open for the Board to hold a very 
loose rein upon development and prices 
if the Government so wishes. 

The Bill gives the Jron and Steel 
Holding and Realisation Agency very 
considerable latitude in “ securing the 
return to private ownership” of the 
now publicly-owned steel companies. 
The agency will be able to reorganise 
the capital of any of its companies, to 
amalgamate or wind them up, or to 
arrange “ the sale, or other disposal, or 
lease or hire” of any of their assets. 
Stamp duty will not be payable upon 
any transfers of assets between com- 
panies, or on the final transfer to the 
new private owners. While the sales 
are being arranged the agency is 
“to promote the efficient direction ” 
of the companies; it will be able to 
advance them money out of a realisa- 
tion account to cover the costs of 
development. The account will be 
fed by the companies’ surpluses and 
by advances up to a total of £150 
million from the Treasury. 

As far as the Bill is concerned 
** private ownership ” means that the 
State shall not own securities “to a 
substantial extent” in the company 
concerned. As and when the Treasury 
considers that the agency has “ sub- 
stantially discharged” its main duties 
of selling the companies back to private 
investors, it may dissolve the agency 
and transfer its assets to some other 
official nominee. A good deal of play 
is made with the word “ substantially ”’; 
it may well be that a “ substantial ” 
part of the industry’s capital, particu- 
larly its fixed interest capital, will be 


left in the hands of the Governmen; 
for lack of purchasers. 


Receipts on Cheques 
Questions from readers about the lega| 
and practical effect of giving receipts 
upon the backs of cheques have heey 
in the feature Readers’ Points anj 
Queries in the last two issues of this 
journal. We agree with a correspondent, 
whose letter we reproduce in_ the 
feature this month (page 414), that 
when a cheque bears a form of receipt 
on the back or at the foot but there are 
no words in the body of the cheque 
requiring the receipt to be signed as g 
condition of payment, that does not 
make the order to pay conditional and 
thus invalidate the document as a 
cheque. When customers do wish to 
use receipt-bearing cheques, banks 
generally ask them to sign a form of 
undertaking. This is required for 
two reasons: 

(a) there is some doubt whether the 
payee’s signature of the receipt can 
legally operate as an endorsement of 
the cheque, and 

(6) the bank wishes to have the cuw:- 
tomer’s instructions on what should be 
done if a cheque bearing an incomplete 
or unstamped receipt is presented fo 
payment. 

It is difficult to see on what grounds 
a bank could refuse to honour a cheque 
bearing an incomplete or unstamped 
receipt, for, as we have said above, the 
order to pay is not conditional upon 
the receipt being properly completed. 
A cheque endorsed and bearing a 
unstamped receipt may be as satis 
factory for audit purposes as a chequt 
that is merely endorsed, but the cus 
tomer may be in difficulty if the payee 
disputes payment, for a cheque cot- 
taining an unstamped receipt cannot 
be given in evidence, whereas a! 
endorsed cheque bearing no receipl 
clause can be so given. 

In Readers’ Points and Queries las 
month (page 379), a Borough Trea 
urer who had recently advised hi 
council to dispense with the receip' 
form on the back of its cheques asked 
about the practice of other loc 
authorities. We understand that the 
practice is not uniform: some author 
ties adopt the cheque with the form ¢ 
receipt printed on the back or at tht 
foot, while others are satisfied with: 
mere endorsement. 
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all parts of the world. The price of a single copy is 25., postage extra. All 

communications to be addressed to the Editor, Incorporated Accountants’ Hall, 
Temple Place, Victoria Embankment, London, W.C.2. 


Last MONTH PARLIAMENT GAVE THE 
frst reading to a Bill which drastically 
alters the financial provisions of the 
Town and Country Planning Acts of 
i947. The Bill is an interim measure 
designed to restore a free market in 
land, and to relieve developers of any 
futher liability to pay development 
charges. It also suspends the pro- 
visions for the distribution of the central 
funds of £300 million which were 
intended to compensate for deprecia- 
tion of land values. 

Thus, if the Bill becomes law, the 
basic structure of Part VII of the 1947 
Act (Part VI in Scotland) is taken away, 
land can be offered for sale at whatever 
price the seller thinks fit, and the long- 
awaited Treasury scheme for adminis- 
tering the central funds will not now 
be made in its original form. 

The Government’s proposals for 
making fresh provisions to compensate 
landowners for the loss of development 
rights are not dealt with in this Bill, 
which is a short one of four clauses, 
although further legislation is fore- 
shadowed for the next session to give 
effect to a new system of compensation. 

Claims for compensation are sus- 
pended rather than eliminated entirely. 
\lthough development charges will be 
abolished forthwith, the fate of the 
central funds is left in abeyance. 

To allow adequate time for its 
proposals to be discussed, the Govern- 
ment does not intend to introduce 
before the autumn of 1953 the main 
Bills embodying the new system of 
compensation. Some claims against 
the central funds will still be made, 
0 that the interim Bill makes the 
approval of the Central Land Board 
necessary for all future assignments of 
admitted claims. The Board’s inten- 
lion is to ensure, as a general principle, 
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that claims and the corresponding 
interest in land will pass together in 
future transactions. 

The extent to which claims for 
compensation are now likely to remain 
can best be determined by a study of 
the White Paper (Amendment of Finan- 
cial Provisions, Cmd. 8699, H.M.S.O., 
6d. net) which has been laid before 
Parliament at the same time as the 
Bill. The purpose of the White Paper 
is to make known the Government’s 
proposals for new regulations governing 
the payment of compensation for plan- 
ning restrictions as and when develop- 
ment of land is prevented or severely 
restricted. 

The underlying principles of the 
Government’s scheme are as follows: 


(a) Whereas the 1947 Acts provided 
for “‘ payments for depreciation,’”’ the 
essence of the new plan is that compen- 
sation should only be paid when a loss 


is actually sustained (that is, in effect, ° 


when permission to develop is refused, 
or the land is acquired compulsorily 
at a prevailing use value); 

(6) Subject to that condition, loss of 
development value will be compen- 
sated up to 100 per cent. of the value 
of claims admitted by the Central 
Land Board as qualifying for payment 
from the £300 million fund ; 

(c) Such payments will apply to 
compensation for compulsory purchase 
as well as to compensation for planning 
restrictions. 


The material difference between 
these proposals and those of the 1947 
Acts is that the inflationary effect of 
making aggregate payments of £300 
million with interest before July 1, 
1953, has been avoided by limiting 
compensation to cases of actual sus- 
tained loss. Under the old provisions, 
claims were to be met—to the extent of 
100 per cent. for preferential claim- 
ants, and about 16s. in the £ for the 


remainder—even if the claimant had 
already recovered the development 
value by selling land at a high price. 
A claimant may have had no intention 
of selling or developing his land, yet 
a claim lay against the central funds. 
Now, a claim is only to be effective 
when a prospective developer is refused 
permission for what he wants to do, 
or his land is acquired compulsorily at 
a figure which takes no account of the 
development value. 

Although the Bill and the proposals 
accompanying it are likely to be 
accepted as the best solution to the 
serious difficulties that arose in working 
the previous financial provisions, those 
who have already paid development 
charges will be understandingly 
aggrieved. The Government have 
stated clearly that there can be no 
question of repaying development 
charge as such. It is cold comfort to 
be reminded that “when a tax is 
altered or rescinded no question of 
repayment arises.” In practice, how- 
ever, the new proposals may not oper- 
ate unfairly for those developers who 
have paid a charge and who also hold 
an admitted claim. It is proposed that 
the holders of claims who have paid 
development charge shall be paid up 
to the amount of the charge with the 
relevant interest. Any such payment 
would doubtless be restricted to the 
amount of the admitted claim, and 
where the development charge was 
greater than the claim, reimbursement 
would not be complete. However, it 
is recognised that the developer who 
paid his charge can expect to share in 
the distribution of the central funds, 
and this should go a long way towards 
removing what would otherwise amount 
to harsh treatment. 

It must be remembered that these 
recommendations have by no means 
the force of law. Until further Bills 
(one for England and Wales and one 
for Scotland) are introduced and 
passed, future arrangements for com- 
pensation are in suspense. Whatever 
the outcome, payments are not likely 
to be made for another two years. 
Until the issue is clear, claimants under 
the original scheme who find it expedi- 
ent to assign their claims must avail 
themselves of Clause 2(2) of the Town 
and Country Planning Bill, and obtain 
the written consent of the Central Land 
Board to the transfer. 
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COSTING—1 


Management Accounting and Productivity 


————, 


We commented in our Editorial article last month (page 361) upon some of the general implications of the recent report by a group of thirty-four experts, drawn 
Jrom eleven countries, who visited the U.S.A. under the auspices of the Organisation for European Economic Co-operation to study the service which 
American accountants give to industry and the uses which industry makes of that service. The present article comments further upon the lessons io be drawn 


Srom this and other studies of the American management scheme. 


‘THE RECENT MISSION TO THE U.S.A. FOUND, 
as other investigators have found, that the 
main differences between cost accounting in 
the U.S.A. and Europe lie not in the 
accounting techniques but in the purpose 
for which cost accounting is used, in the 
extent to which standards and budgets are 
used and in the widespread demand of 
management for cost accounting services to 
meet its need. 

In all sections of American industry ther 
prevails an attitude of mind which is widely 
different from that prevailing in European 
industry. American managers are continu- 
ally looking towards the future, believing 
that they will not be in business tomorrow if 
they continue to use today’s equipment and 
methods. In consequence they are forever 
seeking new ideas and methods in an 
attempt to increase the volume of produc- 
tion and decrease costs. They have no 
hesitation in changing plans, methods, pro- 
cedures or organisation if they think this will 
carry them nearer their target. These ideas 
are conditioned by the American system of 
free enterprise and effective competition and 
by the strict enforcement of anti-trust laws 
which prevent the growth of price agree- 
ments, quotas and restrictive practices. 
American business is dynamic; each 
company is prepared to take risks for high 
profits, and endeavours to get as large a 
share of the potential market as it can. 

One of the main reasons for high produc- 
tivity in the U.S.A. is the organisation and 
efficiency of management. American man- 
agements themselves are convinced that one 
of the sources of their efficiency is the 
effective use they make of cost accounting, 
the prime purpose of which appears to be to 
assist Management to control costs and to 
create or intensify an awareness of the 
importance of costs to the wellbeing of the 
company. This attitude towards the control 
of costs rather than their ascertainment has 
led to a very wide application of budgetary 
control and standard costing. The main 
purpose of a system of budgetary control and 
standard costing is to establish adequate 
yardsticks against which to measure costs 
and facilitate control, to stimulate the 
** cost-consciousness ”’ of all grades of 


3G2 


[ConTRIBUTED] 


management and to encourage individual 
action to reduce costs and increase output. 
<By measuring the actual costs against 
standards, by throwing up variances and by 
examining these carefully, usually by 
observations at their sources, the control is 
directed to those places where management 
is close enough to the job to determine 
whether the variances are justified under the 
actual working conditions and whether they 
could be avoided in the future by improve- 
ments in methods. In this way action is 
constantly being taken to reduce costs.» 

One of the advantages of using a system of 
budgetary control is that management is 
compelled to look ahead. A plan of oper- 
ations must be drawn up for the budget 
period, which is normally twelve months. In 
order to build up the budget the detailed 
requirements of each department must be 
investigated, a salutary procedure in itself, 
since it brings to light many inefficiencies. 
In view of the way in which the budget is 
built up, each item having been carefully 
scrutinised by management, it is an instru- 
ment which can be used for controlling the 
performance of all the persons in the man- 
agement hierarchy. The results achieved by 
each manager and foreman are frequently 
compared with the set target, a process 
which not only enables his superiors to 
judge his performance but also enables him 
to see in what respects he has been successful 
and where the weak points are on which he 
must concentrate. It is this means of control 
provided by the cost accounting function 
which enables the decentralisation of 
responsibility to be carried out so thoroughly 
and effectively. 

There is a marked difference between 
Europe and the U.S.A. on the question of 
reporting to management. In the U.S.A. 
speed of reporting is considered to be of more 
importance than accuracy. Long elaborate 
written reports are avoided as far as possible 
and much of the most valuable information 
passes in personal contact between the 
controller’s department and all levels of 
management. The “ controller’s ’’ function 
is : 


to establish and maintain through authorised 
management, an integrated plan for the control 
of operations ; 


to report and interpret the results of operations 
to all levels of management ; 

to measure and report on the validity of the 
objectives of the business, and on the effective. 
ness of its policies, organisational structure and 
procedures in attaining these objectives. 

The controller must be capable of under- 
standing management’s problems and tech- 
nical processes, and he is kept fully informed 
as to what is going on in the business. It is 
because he is so identified with management 
that the controller is so insistent on the 
greatest speed in the production of figures, 
All reports are produced for the sake of 
guiding policy and action and every report 
is expected to be used. If it is not used it is 
scrapped. This is an aspect of management 
accounting to which immediate attention 
should be given by the cost accountant in 
Europe, as the majority of reports leave 
much to be desired. Accountants must 
realise that reports must be as short as 
practicable and presented in an attractive 
and readable form; all figures quoted must 
be such that management can immediately 
recognise their relevance to the subject of 
the report, and the significance of the 
figures must be explained. The form of the 
report should be suited to the recipient, the 
form required by top management being 
very different from that required by a fore- 
man. In this connection it should be noted 
that in the U.S.A. all levels of management 
are familiar with figures and show a marked 
ability to absorb information in this form. 
The use of figures is considered to be an 
essential part of every man’s business 
training, and American industry has evolved 
a close working relationship with the 
universities which ensures that the necessary 
teaching is available. 

One vital factor in the effort to secure 
greater efficiency in American industry 
the desire of the workers to raise their 
standard of living still higher, and in their 
conviction that greater productivity 
directly related to a better standard o 
living. The American worker is very 00s! 
conscious and efficiency minded, and 
willing to put into effect any proposal for 
increased efficiency in return for a fair share 
of the resultant savings. Over here, unfor 
tunately, the attitude of a large part of the 
working population is governed by memone 
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of the appalling periods of unemployment 
petween the wars, during which period it 
was natural that organised labour should 
promote restrictive practices and other 
measures to protect their interests. The 
situation is altogether different now. The 
trade union leaders appreciate this, but 
they have not been successful in getting the 
truth down to the shop stewards in the 
works. It should be a matter of concern to 
the local officials to help management to 
samp out wasteful and restrictive practices. 
It has been estimated that the present level 
of productivity in Britain could be increased 
by upwards of ten per cent. without any 
additional equipment. merely by a change 
of attitude on the part of the worker. 
Management too must take its share of the 
blame in this matter, for in many concerns 
management and men are still at war instead 
of working as a team. The management 
outlook is revealed by the way in which 
suggestion boxes are used. In the U.S.A. 
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each suggestjn-b examined with an open 
mind and substantial awards are made for 
those that are accepted. Over here workers 
do not get the same incentive, as the awards 
are paltry, and management on the whole 
does not think that the worker can make any 
positive contribution in this manner. 

Many European managements today are 
still clinging to old-fashioned ideas. They 
pay lip-service in public to management 
research or joint consultation but they 
despise them in private, and since owing to 
their own attitude such developments meet 
with little success in their own works, they 
are confirmed in their opinion that such 
ventures are a shocking waste of time and 
money. They are generally opposed to 
reasoned suggestions for a change in method 
or policy on the grounds that “ it may be 
all right in theory but it won’t work out in 
practice.” Such managements would do 
well to study our aeronautical and civil 
engineers, whose aircraft and dams, worked 


out in elaborate theory before a rivet or a 
pile is driven, still contrive not to fall down 
in practice. 

It is essential that business and industrial 
management shall understand the poten- 
tialities of modern cost practices in facili- 
tating the delegation of authority and 
responsibility, and in the increase in 
efficiency which can come from the appli- 
cation of budgetary control. The unstable 
terrifying world of today will not be guided 
by those who seek to maintain or restore 
some bygone status quo. New and fluid 
situations must be met with new and 
constantly renewed designs. Cost account- 
ing can provide management with the 
information which will enable it to 
anticipate these circumstances, to forecast 
the results of any changes in policy and 
to choose the most appropriate line of 
action. It is a very effective instrument 
in the hands of a scientific and dynamic 
management. 


Seven Ideas on Costing 


We give a summary of an address on ‘* Costing,” given by Mr. Lancaster at the Incorporated Accountants’ Course on Management Accouni- 

ing, held at Balliol College, Oxford, in September. Mr. Lancaster explained that he was taking the place of Sir Archibald Forbes, the 

President of the Federation of British Industries, at short notice and therefore desired not to submit a formal paper but to suggest some ideas 

for consideration. While he was an enthusiast about costing and particularly about standard costing, he felt that the complexity of many of 

the ideas which had been enunciated about costing were a deterrent to the adoption of simple and adequate methods. His purpose, therefore. 

was lo put before the course some suggestions about costing aimed at simplifying the procedure as much as possible. The ideas he put for- 
ward were personal and not necessarily to be attributed to the companies with which he was connected. 


By NORMAN G. LANCASTER, M.B.£., A.C.A. 


IN ORDER OF IMPORTANCE, THE PURPOSES 
of costing are as follows: 


1) to know the profit position and the 
trend throughout the trading year. 

2) to form a basis for estimating costs 
of new jobs and alternative procedures, 

3) to check cost estimates against actual 
achievements, and 

4) to reveal uneconomical or inefficient 
wes of materials, labour, services and 
equipment. 
_ After trying many methods of cost- 
ing, including standard costing, the 
companies with which I am associated 
have taken certain steps to simplify 
Procedures. I do not claim that it 
would be possible to achieve this pro- 
cess of simplification without having 


previously done much detailed work; 
the way to simplify is often through 
complexity. It is often necessary to go 
through the whole gamut of costing 
operations before a simplified method 
can be achieved. 

I suggest seven ideas for the con- 
sideration of the course. 


First Idea—Treat all Expenses 
except Raw Materials as Fixed 
Expenses 


The whole background of industry 
has changed within the last twenty 
years. In the early ’thirties, production 
schedules altered from week to week 
and often from day to day; productive 
labour was in fact hired by the hour 


Cc 


and the cost of labour was truly a 
variable cost: now, however, we are 
working under different conditions. 
There is full employment, a labour 
scarcity and a guaranteed minimum 
week. Redundancy, if it comes at all, 
will come as part of a policy procedure 
determined in advance and not from 
day to day. It is therefore submitted 
that the cost of labour is now of its 
nature a fixed rather than a variable 
charge. The same argument applies 
to many other expenses which are now 
much more fixed than they used to be; 
in fact, there is now a clear analogy 
between the normal business under- 
taking and a ship with its crew. A ship 
is equipped for a voyage with a crew 
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related to the actual work to be done. 
It would be possible, and in some cases 
interesting, to make a detailed analysis, 
for example, of the cost of polishing the 
brass aboard, but in fact the complete 
ship can be regarded as one unit, with 
a fixed number of crew. 

In practice, it is usually found that 
at least 50 per cent. of cost relates to 
raw materials. If all expenses, except 
those relating to raw materials, are 
regarded as fixed, there is a great 
saving in accounting effort and costing 
operations. It becomes possible to 
concentrate much more effort on 
important factors, such as the following: 

(i) the accurate estimating of expenses 
weekly (checked monthly); 

(ii) the costing of materials and yields; 

(iii) the production per hour of individual 
machines or groups of machines in physical 
terms; 

(iv) running calculations of stocks of raw 
materials and materials content of work in 
progress and finished goods. 


Second Idea—Abolition of Detailed 
Work on _ Allocating Indirect 
Expenses 


In most costing systems an immense 
amount of time is spent in allocating 
indirect expenses to departments or 
cost centres as a matter of routine. If 
the first idea is accepted, it follows 
naturally that to do this intense system 
fall oocation habitually becomes un- 
necessary. As indicated later, occasion- 
ally detailed investigations should be 
undertaken, but elaborate allocation 
day by day is no longer required. It 
will be sufficient, therefore, to analyse 
expenses under accounting headings, 
such as maintenance of plant. If this 
be done, again, there is an immense 
saving of effort, which can be devoted 
(to follow the analogy of the ship) to 
determining such matters as the size 
of the crew required and the work to be 
done by individual members of the 
crew. 


Third Idea—Periodical Detailed 
Investigations 


Instead of analyses of indirect expen- 
diture as a matter of routine, it is much 
better to spend time on “turning the 
limelight ” on special subjects. For 
example, scrap, fuel economy and 
specific types of savings. It is much 
better to do this kind of work only 
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occasionally at short ce than to 
make a routine continuous check which 
becomes exceedingly dull. Again, to 
use the analogy of the ship, it would 
be desirable to recheck from time to 
time, or when conditions change, the 
number of crew required. Here, tech- 
niques of work study or ergonomics 
become important. 


Fourth Idea—The ‘* Mark-Up”’ 
Concept 


In departmental stores there is a 
“ mark-up ” or “ margin ”’ of all goods 
displayed: the difference between the 
cost of each item and the sales price 
(the net selling value after discount). 
For any period it is possible to ascer- 
tain the gross profit by adding together 
the “‘ margins ” or “ marks-up”’ earned. 
The net profit of a store is similarly the 
sum of the “ marks-up” less (i) ex- 
penses incurred in running the store 
for the period and (ii) stock adjust- 
ments for damage, slow movement, 
etc. 

The same kind of procedure can be 
used in a factory. It is first necessary 
to compute sales for the period (the net 
selling value) ; from the total would be 
deducted direct materials (including 
packing materials and perhaps car- 
riage); the balance represents the 
** margin.”’ It will be seen that we have 
not deducted labour or overhead 
expenses which under the first idea are 
to be treated as fixed charges. If, then, 
for the period we add together all the 
margins, it is possible to see the trend. 
In practice, it is relatively simple to 
calculate the margins by analysing 
sales by products or product groups. 
The direct material cost of each product 
or product group should be established 
by engineering study aided by cost 
tests; in fact, much of the standard 
costing technique may be advantage- 
ously used here. Direct material cost 
may be expressed either in relation to 
each physical unit or per £1 of net 
selling value. 

This concept is particularly useful 
where there are no major fluctuations 
of stock or work in progress and 
where production can be _ readily 


analysed into groups. The results will 
not be absolutely accurate, but they 
will be known quickly in time for action 
to be taken. One of the main purposes 
of accounting records should be to 


indicate changes in trends very quickly, 
and by estimating gross margin and 
total expenses it is possible to deter. 
mine the profit earned each week 
within a few hours of the end of the 
working week. 

If the profit for the period under 
review agrees with calculated expecta. 
tions and if output of machines or 
departments and material yiclds are 
known to be satisfactory in physical 
terms, then top management does not 
need to be over-burdened with detailed 
costing information and statistics. If 
profits are down and the reasons are 
not readily apparent, then immediate 
inquiry can be made into last week’s 
happenings and not the happenings of 
last month or of last year. 

There are some qualifications. The 
idea presupposes that there is a sales 
price structure and an_ established 
business with established policies; it 
presupposes a product cost structure 
by which, assuming a normal mixture 
and volume of business is undertaken, 
the detailed cost of each product, 
operation by operation and component 
by component, can be built up to 
enable: 

(i) estimates for new products or changes 
in methods to be made; 

(ii) the relative profitability of different 
products to be assessed. 


It presupposes an analysis of all 
expenses to cost centres from time to 


_time to check operation cost rates per 


hour. Even, however, if all these sup- 
positions are not valid, it is clear that 
knowledge of the trend of weekly 
profits is a valuable check in total on 
all operation cost rates used. 


Fifth Idea—The Single Sheet 
Technique 


Consider what the average managing 
director does with detailed analyses 
of costs and variances, if extending to 
many pages with many columns. At 
first the figures may be interesting and 
may be studied. Soon, however, it 
becomes humanly impossible to main- 
tain the same intense interest. Most of 
us are over-burdened in these days 
with reading, not only statistics and 
figures about our own business, but 
general trade and economic reviews, 
reports on conditions in other countries, 
and so on. Consider how, in fact, - 
sort and deal with our incoming mail. 
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Letters of one sheet are read, but 
heavy documents are put aside for 
study at the weekend. There is almost 
a law of gravity. Really vital informa- 
tion for managing directors should if 
possible be presented on one sheet of 
paper. Indications of trend and speedy 


expenses (including wages) as fixed 
charges, it becomes very easy to esti- 
mate future profits, provided that the 
sales order position is known. Thus 
management, given a choice of orders, 
can decide what production should 
proceed in order to yield pre-deter- 


Seventh Idea—Detailed Manufac- 
turing Procedures and Material 
Specifications for Each Product 
The quick profit estimates that can be 
made by these means may in suitable 
cases be sufficiently accurate to enable 
some routine clerical work to be elimi- 


reporting are often more important 
than precise accuracy. 


mined profits. 


Sixth Idea—Estimation of Future 
Profits as a Basis of Policy Decisions 
By the use of the two ideas of (a) the 
sross margin and (4) treating all 


cosTING—III 


As (i) sales orders, (ii) raw material 
supplies, or (iii) 


capacity become the limiting factors, 
the effect on future profits of the 
adoption of various alternatives can 
be estimated. 


Research on Costing in Hospitals* 


nated. The effort thereby saved may, 
however, be very well employed in the 
more practical work of determining in 


production plant detail standards of machine crewing 


and operating times, material specifi- 
cations and yields, and on the expense 
investigation work previously men- 
tioned. 


DuRING THE LAST -FEW YEARS BOTH THE PROFESSIONAL AND 
the national Press have contained many references to the need for a 
proper system of hospital costing. At times the line of argument 
seems almost to be that nothing more than the production of a 
simple costing formula was needed to bring about, in some 
miraculous way, immediate large reductions in the cost of running 
the country’s hospitals. To any accountant such a claim is absurd. 
What is perhaps less generally recognised, even among accountants 
who are concerned with hgspital work, is that costing is hospitals 
is not a simple matter. Certainly, the three bodies which have 
now published reports on their researches into the subject do not 
appear to have found it so. 

Some brief comment was made on the interim and final reports 
of the Committee of Regional Hospital Board Treasurers for England 
and Wales on pages 325-6 of the October issue of ACCOUNTANCY. 

The other two organisations, the King Edward’s Hospital Fund for 
London (Division of Hospital Facilities) and the Nuffield Provincial 
Hospitals Trust were invited by the Ministry of Health in 1950 to 
undertake a complete unit costing of a small number of represen- 
tative hospitals. Although these two bodies have kept closely in 
touch, they decided in the end to issue two separate reports, 
together with a joint statement of their conclusions, which were 
not in all respects unanimous. 


*HosprraL Cosr Accountinc: By the committee of Regional 
Hospital Board Treasurers for England and Wales. A limited supply 
obtainable by those interested from F.S. Adams, ¥.s.A.A., Treasurer, Birmingham 
Regional Hospital Board, 10, Augustus Road, Edgbaston, Birmingham, 15. 


Report on CostinGc INVESTIGATION FOR THE MINISTRY OF HEALTH: 
King Edward’s Hospital Fund for London (Division of Hospital Facilities), 
10, Old Fewry, London, E.C.2. Price 6s. (post free 75.). 


Hospitals Trust, 12 @ 13, Mecklenburgh Square, London, W.C.1. Price 5s. 
bost free 5s. 6d.). 


By W. L. ABERNETHY, a.s.A.A., F.1.M.T.A. 


Report or AN EXPERIMENT IN Hosprrat Costinc: Nuffield Provincial 


The Three Reports 


The documents are different in size, form and content, but all 
three are voluminous and detailed. Although the methods of 
approach were different in all the investigations, there is more 
common ground between the three bodies than might appear on a 
first examination of their reports. In this short article all that can 
be done is to draw attention to the main features of each investi- 
gation, and make some comparison of the methods used and 
conclusions reached. 


Methods of Approach 


The Regional Treasurers’ committee investigation was under- 
taken, not by a full-time research team, but, during the normal 
course of their duties and in their spare time, by financial officers 
working in the hospital service. They undertook few experiments, 
and drew on their practical knowledge of hospital accounts and 
administration to formulate their proposals. 

On the other hand, the King Edward’s Fund and the Nuffield 
Trust both conducted very full experiments in selected hospitals. 
Whole-time teams of investigators were used, working in con- 
junction with the finance officers and other officials of the 
hospitals concerned. It is of interest to note that the Nuffield 
Trust experiment was planned and directed by a qualified woman 
accountant. 


The Scope of the Inquiry 
The Regional Treasurers’ Committee largely confined itself to 
costing. The King Edward’s Fund, on the other hand, considered 
the wider problems of the means of allocating public funds, 
financial control, budgets and allied subjects. The Nuffield Trust 
also ranged over the whole field of hospital finance. 


The Reports Compared 


Of the three reports, the Regional Treasurers’ is the most orderly 
in presentation and most concise. The King Edward’s Fund and 
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the Nuffield Trust have been inclined to bedevil their reports with 
somewhat irrelevant detail, and give the impression that they are 
more concerned with the experiments than the conclusions to be 
drawn from them. In general, it can be said that the Regional 
Treasurers’ document is a technician’s report, whilst the other 
two are more for the general reader. 


Findings and Conclusions 


All three reports are unanimous that costing can be undertaken in 
hospitals, and that it is desirable in all but the smallest of them. 
Furthermore, all three recommend a form of departmental costing. 

Practically speaking, this is where unanimity ceases. The 
Regional Treasurers’ Committee, although not of the opinion that 
a costing system must necessarily be superimposed on a subjective 
accounting system, feel the need for a subjective analysis of 
expenditure, as well as an objective one for costing purposes. It 
makes no suggestions for any revision in the methods of preparing 
estimates or final accounts. Both the King Edward’s Fund and the 
Nuffield Trust would prefer the annual estimates and final accounts 
to be prepared on the basis of the proposed departmental accounts. 

The Regional Treasurers do not recommend costing beyond 
departments and services such as laundries, etc.: the Nuffield 
rust are largely in agreement with this view, but the Fund would 
like to see, as an ultimate objective, costing of individual wards and 
other small units. The Regional Treasurers and the Fund are of 
the opinion that after service departments (boiler house, kitchen, 
and the like) have been separately costed, the costs so obtained 
should be apportioned to the patients’ accounts to arrive at total 
costs for each such account. The Trust, however, regard the 
production of departmental costs on a prime cost basis as the first 
essential. They consider that if the pattern of the costing system 
follows the pattern of the administration of a hospital, each 
responsible member of the staff is made aware of expenditure 
incurred by him for his department; costs over which he has no 
control are excluded. They accordingly consider the spread of 
expenditure on one department over all other departments which 
it serves, as of lesser importance. 


Recommendations 


The Regional Treasurers content themselves with recommending 
the institution of a costing system on departmental lines, and the 
production of a series of annual cost statements. Their recom- 
mendations on other financial and accounting matters have been 
made to the Ministry at intervals since the beginning of 1948. In 
their joint statement the King Edward’s Fund and the Nuffield 
Trust recommend: 


(a) That the existing accounting system based on subjective 

analysis of expenditure as prescribed in the National Health 

Service (Accounts and Financial Provisions) Regulations, 

1948 (S.I. 1414/1948), be discontinued; 

(6) that an accounting system based on the departments and 
services of the hospital be substituted; 

(c) that the expenditure of departments be reduced, 
appropriate, to costs per unit of work performed; 
(d) that the budget and budgeted unit costs for each hospital 

follow the accounting pattern referred to in (6) and (c) 
above; 
‘e) that normal accounting principles be introduced, including 
the preparation of an income and expenditure account and 
a balance sheet. 


where 


Where they part company is in the stages by which the depart- 
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mental system should be introduced. The King’s Fund is of the 
opinion that the most effective method of introduction of th» system 
is by progressive self-contained stages, with gradually de: pening 
objectives. On the other hand, the Trust suggest that the system 
outlined in their report is sufficiently simple for it to be introduced 
into hospitals without the necessity for a preliminary stag: 


The Costing Systems 


Only the Regional Treasurers set out a full costing system as such, 
saying not merely what costing should be undertaken in hospitals, 
but setting down in some detail how that costing should be done, 
The other two reports are rather more concerned with details of 
the experiments they conducted, the need for costing, the objects 
and advantages of costing, and the results which should be aimed 
at. One is left with the feeling that if their recommendations were 
accepted someone would then have to sit down and work out the 
costing system to be adopted in order to carry out the recommen- 
dations. Unless any system of costing is on uniform lines for all 
hospitals, valid comparisons will be impossible. 


Cost Units 

If costing statements are to be prepared and comparisons of costs 
in different hospitals made, unit costs are essential. All three 
bodies found some difficulty in recommending suitable units of 
cost. The Regional Treasurers are dissatisfied with the statistical 
information at present prepared in hospitals, on which unit 
costs must be based. They have necessarily confined their 
cost unit recommendations to those which can be readily obtained 
from the statistical data at present available. They are of the 
opinion that the main findings of their report will be in no way 
affected by the substitution of alternative units if these are decided 
upon when the necessary statistics are available. 

Cost units is a matter on which the Fund and the Trust wish to 
differ. The Fund recommend the use of simple cost units, and 
suggest that the yardsticks, both for purposes of national finance and 
for controlling hospital expenditure, should be the budgeted unit 
of cost for each department, against which the actual costs will be 
compared. The Trust used in their experiments previously 
defined units of cost, which were modified in the light of experience 
during the course of the experiments. They therefore feel that the 
units in use at the end of the experiments are simple enough to 
serve as a basis for the introduction of departmental costing, unti 
more appropriate units are found. The Trust are further of 
opinion that the yardsticks to be used for the control of hospital 
expenditure should ultimately be standard costs. 


The Next Stage 


The Ministry of Health now has an embarrassment of riches on 
hospital costing. It will be someone’s unenviable task to decide 
what is the next step. The differences in the findings and 
recommendations of the three bodies are by no means irreconcl- 
able, and it should be possible to devise a scheme which wil 
comprise the best features of all three reports. 

Two things certainly require consideration. One is that clos 
regard will have to be paid to the cost in staff time of putting 
costing systems. All three reports deal with this feature of costing 
but never really come to grips with it. The other is inv estigation 
of the possibility of undertaking costing analysis in large enoug! 
units to take advantage of mechanical aids. Five of the hospital 
regions in England and Wales are already operating througho' 
their regions accounting punched card services that might be 
capable of extension to costing work. 
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The Rule in Howe v. Lord Dartmouth 


Statement of the Rule 


Tue RULE IN Howe v. Lord Dartmouth (1802, 
7 Ves., 137) is founded upon the duty of 
trustees to preserve impartiality between 
life tenant and remainderman. As was said 
by Fry, L.J., in Re Lepine (1892, 1 Ch., 210), 
it is the duty of trustees to hold a perfectly 
even hand between all their cestuis que 
trust. It is a rule which was stated a century 
and a half ago and the many decisions which 
have been given upon it are due rather to 
the difficulty of applying it to particular 
cases, where the testator has expressed his 
intention with more or less distinctness (as 
Wigram, V.-C., said in Hinves v. Hinves 
‘1844, 3 Hare, 609), than to any lack of 
clearness in the rule itself. And where the 
testator has made his intention clear, the 
Court will not force the rule against the 
language of the will. In this, as in other 
respects, it is not for the Court to make a 
testator’s will for him; still less to unmake a 
will, however great may be the lack of 
impartiality it may reveal. 

The facts in Howe v. Lord Dartmouth were 
that a testator gave his real and personal 
estate for lives with remainders over. The 
personal estate of the testator included long 
and short annuities and bank stock, the two 
former being what the Court called 
“perishable ” and the latter not being at that 
time a trustee security. The entire income 
from these investments had been received 
by the second tenant for life, Lady Ann 
Conolly. There was no trust to convert and 
counsel for Lady Ann Conolly argued that 
a bequest of all personal estate should be 
regarded as specific, that is, as carrying its 
own income and properly to be retained. 
This, therefore, was the reason why Lord 
Eldon, L.C., said: 


No question arises upon this will except 
whether this is a specific bequest of such 
personal estate as was the testator’s at the 
time of his death. 


And then, after referring to cases where 
personal estate had been taken to be 
specifically given, the Lord Chancellor 
continued : 


But those cases do not go the length that if 
the enjoyment is portioned out in life interests 
with remainders over, it is specific. I am 
clearly of opinion that this is not a case in 
which the personal estate is in this sense 
specifically given with a direction that it shall 
remain specifically such as it was at the 


By C. L. LAWTON, m.sc., LL.M. 


testator’s death and the purposes for which it 
is given are those for which it is admitted 
there is a general rule that these perishable 
funds are to be converted in such a way as to 
produce capital bearing interest. 


With these words of Lord Eldon in mind, 
it is not surprising to find Cozens-Hardy, J., 
in Re Van Straubenzee (1901, 2 Ch., 779), 
saying that the rule does not apply to any 
bequest which is specific as distinguished 
from residuary. The case before him was 
one of property coming to a daughter from 
the estate of her father and falling within 
the after-acquired property clause in a 
marriage settlement. The daughter’s share 
of her father’s estate was regarded as 
specific. Earlier, Kindersley, V.-C., in 
Hope v. Hope (1855, 1 Jur. (N.S.), 770) had 
said he was unaware of any case in which 
Howe v. Lord Dartmouth had been applied to 
a settlement. Not only in the case of a deed 
but also in that of a will, a specific settled 
legacy will carry the income in specie, as 
was held in Anderson v. Read (1874, 22 W.R., 
528). Lord Eldon’s statement of the rule 
was in these terms: 


It is given as all his personal estate; and the 
mode in which he says it is to be enjoyed is 
to one for life and to the others afterwards. 
Then the Court says it is to be construed as to 
the perishable part so that one shall take for 
life and the others afterwards; and unless the 
testator directs the mode so that it is to con- 
tinue as it was, the Court understands that it 
shall be put in such a state that the others may 
enjoy it after the decease of the first. 


In Pickering v. Pickering (1839, 4 My. & 
Cr., 289), Lord Cottenham pointed out that 
a power to retain specific property did not 
necessarily carry with it the enjoyment of 
that property, and he explains that the word 
** specific,”’ when used in cases of this kind, 
is not to be taken in its strict sense but 


as implying a question whether, upon the 
whole, the testator intended that the property 
should be enjoyed in specie. 


Lord Cottenham’s statement of the rule 
followed fairly closely the language of Lord 
Eldon: 


If, although he has given no directions at all, 
yet he has carved out parts of the property to 
be enjoyed in strict settlement by certain 
persons, it is evident that the property must 
be put in such a state as will allow of its being 
so enjoyed. That cannot be unless it is taken 


out of a temporary fund and put into a 
permanent fund. 


A rather later and perhaps it might be 
said a more modern formulation of the rule 
was given by Baggalay, L.J., at the opening 
of his dissenting judgment in Macdonald v. 
Irvine (1878, 8 Ch. D., 110), of which 
Kekewich, J., in Re Bates (1907, 1 Ch., 22) 
observed that he would venture to say you 
could not get a clearer statement of the rule 
and the meaning of the rule than you have 
in the language of the learned Lord Justice 
in that case. This is what Baggalay, L.J., 
had said: 


. where there is a residuary bequest of 
personal estate to be enjoyed by several 
persons in succession, a Court of Equity, in 
the absence of any evidence of a contrary 
intention, will assume that it was the inten- 
tion of the testator that his legatees should 
enjoy the same thing in succession and, as the 
only means of giving effect to such intention, 
will direct the conversion into permanent 
investments of a recognised character of all 
such parts of the estate as are of a wasting or 
reversionary character and also all such other 
existing investments as are not of the recog- 
nised character and are consequently deemed 
to be more or less hazardous. 


Express Intention of Enjoyment 
Negatives Implied Trust for 
Conversion 


This proposition scarcely calls for extended 
comment. In Hinves v. Hinves, Wigram, 
V.-C., said that if the will expressed an 
intention that the property as it existed at 
the death of the testator should be enjoyed 
in specie although the property was not in 
a technical sense specifically bequeathed, 
yet, to such a case, the rule does not apply. 
And in Blann v. Bell (1852, 5 De G. & S., 
658; 2 De G., M. & G., 775), where a 
testator gave “all the rest, residue and 
remainder of my freehold, copyhold and 
leasehold estates and all other my estate 
and effects ’’ upon trust to pay the dividends, 
rents and profits and annual produce 
thereof to his widow, Sir James Parker, 
V.-C., after saying that it was quite impos- 
sible in this will to find any direction that 
all the property was to be converted, 
declared that he did not see how the 
testator could in clearer terms have said 
that his wife was to have the specific 
enjoyment of the leasehold property. 
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The decision in Macdonald y. Irvine was 
the other way. A testator by a codicil to his 
will (the will having been made _ before 
marriage) bequeathed to his wife all the 
income, dividends and annual produce of his 
estate and postponed till after her death the 
payments of legacies and the distribution of 
his estate, and in other respects confirmed 
his will. There was no express trust for 
conversion. ‘The Court was divided. 
Baggalay, L.J., who gave the dissenting 
judgment, thought there was evidence of an 
intention that the wife was to enjoy the 
entire income because of the postponement 
of the payment of legacies and distribution 
till after her death. Thesiger, L.J., on the 
other hand, considered that there was 
nothing in the codicil importing the use or 
enjoyment by the wife of the property in 
the state in which it was at the date of death 
nor was there anything in the will incon- 
sistent with a conversion by the Court. 
But it was the judgment of James, L.J., 
which seemed conclusive. He pointed out 
that the will fer se could by no possibility 
afford evidence of intention as to how the 
property was to be enjoyed, because there 
was no tenancy for life at that time in the 
contemplation of the testator. 


Express Trust for Conversion, if 
Unqualified, Negatives Implication 
of Enjoyment 


What is sometimes called a rule analogous 
to the rule in Howe v. Lord Dartmouth applies 
where there is an express trust for conver- 
sion. Unless conversion is to be postponed 
or the trust is in some way qualified, the 
duty to convert which is thrown upon the 
trustees precludes the life tenant from 
enjoyment in specie of the estate as it existed 
at death. The rule is as old as that in Howe 
v. Lord Dartmouth but the attitude of the 
Court in such a case is clearly shown in the 
words of Lord Cranworth, L.C., in Bate v. 
Hooper (1855, De G., M. & G., 338): 


‘This is not a case in which any question can 
arise as to the application of the rule laid 
down in Howe v. Lord Dartmouth because here 
there is an express direction to convert and 
invest: but it was said that the clause following 
the direction to convert in which the testator 
desires the trustees to “‘ permit Eliza Bate to 
receive the rents and profits dividends or 
other annual produce of the personal estate 
for her life for her own use”’ qualifies the 
direction to convert and authorises the trustees 
to pay to the tenant for life the long annuities 
in specie. That is a far-fetched construction 
to which I cannot accede. 


A good instance of a qualified trust for 
conversion is provided by Re Rogers (1915, 
2 Ch., 437), where the consent of the life 
tenant was expressly required before sale 
and it was held that the life tenant was 
entitled to enjoyment of the income in specie. 
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Construction and the Burden of Proof 
Now it will have been observed that it is 
only in the absence of any evidence of a 
contrary intention that a Court of Equity 
will make the assumption of enjoyment of the 
same thing in succession and give effect to 
it by directing conversion into permanent 
investments of a recognised character. To 
some extent this is a matter of construction 
of the will or, as it is more often said, of 
throwing upon the tenant for life the burden 
of proof to show why the rule should not be 
applied. As Sir John Romilly, M.R., said 
in Morgan v. Morgan (1851, 14 Beav., 72): 


It is urged by the petitioners that the 
burden of proof does not lie upon them any 
more than on the respondents and that, being 
a question of construction, it is for the Court 
to look into the will and discover the testator’s 
real meaning. In one sense this is certainly 

‘true; but still in my opinion the rule of law is 
that, unless there can be gathered from the 
will some expression of intention that the 
property is to be enjoyed in specie, the rule in 
Howe v. Lord Darimouth is to prevail. 


‘To the same effect was the opinion of 
Cozens-Hardy, M.R., who in Re Wareham 
(1g12, 2 Ch., 312) said: 


I think it has been settled by authorities 
which bind us, in particular by Blann v. Bell, 
a decision of this Court, and MacDonald v. 
Irvine, that the rule in Howe v. Lord Dartmouth 
must be applied unless it appears on the con- 
struction of the particular will that the 
testator has shown an intention that the rule 
shall not apply. The burden of proving this 
rests on the tenant for life who claims to 
enjoy the property in specie. 


This view contrasts with that which had 
prevailed earlier. Sir James Wigram, in 
both Hinves v. Hinves and Mackie v. Mackie 
(1845, 5 Ha., 70), had observed that in 
order to give the tenant for life the income 
in specie, the Court had laid hold of trifling 
circumstances to avoid applying the rule. 


Trusts and Powers 


The distinction between trusts and 
powers is fundamental. A trust is impera- 
tive; a power is discretionary. Every trust 
for conversion or sale imposes a duty which 
must be performed according to the direc- 
tions of the testator and which any bene- 
ficiary may enforce. A power is discretion- 
ary: it cannot be enforced for the reasons 
laid down in the leading case of Gisborne v. 
Gisborne (2 App. Cas., 300), but the Court 
will not allow a discretion to be abused. 
And though a discretion should not be 
exercised with a view to benefiting one 
beneficiary at the expense of another, it 
may be inevitable that a bona fide exercise 
of the discretion should have the effect that 
one beneficiary will gain and another lose. 
So long as the motive is the benefit of the 


estate, the consequence that a porticular 
beneficiary will be adversely and another 
favourably affected will not have the resyl; 
that the trustees will be held by the Cour 
to have exercised their discretion impr: »perly: 
see Re Charteris (1917, 2 Ch., 379). , 

It has been seen that where the rule in 
Howe v. Dartmouth applies, the Court wil] 
imply a trust for conversion. It has also 
been seen that an analogous rule to Howe y. 
Lord Dartmouth arises where there jis ay 
express trust for conversion: in both cases 
there is an adjustment of the rights of life 
tenant and remaindermen. Consideration 
must now be given to powers which may be 
found in isolation or may be alternative and 
ancillary to a trust for conversion. These 
powers are (a) of sale; (6) to retain; (¢ 
to postpone conversion. A power to post- 
pone sale or conversion implies a limited 
power to retain and is thus not incompatible 
with a mere trust or direction to convert, 
though it would be incompatible with an 
immediate trust to convert. 


(a) POWERS OF SALE 

Of the two instances of a power of sale which 
it is intended to comment upon, the first is 
Yates v. Yates (1860, 28 Beav., 637), which 
came before Sir John Romilly, M.R., in 
1860. A testator had devised estates in 
trust for his wife for life and had given his 
trustees a discretionary power of sale. The 
estate included some unproductive building 
land and it was therefore to the interest ol 
the tenant for life to contend that she was 
entitled to the benefit of the rule. The 
Master of the Rolls held that the widow was 
only entitled to the rents produced and 
distinguished an absolute trust for sale or 
conversion, with a discretionary power as to 
the time at which conversion was to be 
effected, from a mere power of sale. 


But here, he said, the proposition is this: 
A gentleman leaves his real and _ personal 
estate to his wife for life and he gives a power 
to his trustees to sell whenever they shall think 
fit. The widow gets the rents on what is 
produced by the real and personal estate unt 
the sale and, upon the sale taking place, she 
gets the income of the produce of the estate s0 
sold. It may frequently happen that the 
trustees do not at once think it right to sell: 
they are not bound to exercise their power 
and sell at all; they may think that the 
property, if retained, will produce a good deal 
more than before or a loss sustained if sold. 


The second case, where the decision wen! 
the other way, is Re Llewellyn’s Trust (1861. 
29 Beav., 171), which came before Sir John 
Romilly the following year. A testator had 
devised and bequeathed his real and pet- 
sonal estate to trustees on trust to permit his 
wife to receive during her lifetime a propor 
tion of the income. The testator “t 
facilitate the ultimate devise ’’ empowered his 
trustees to sell and he authorised his trustees 
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jo permit any part of his estate to remain in 
the state of investment in which it was at his 
death and further authorised them to vary 
gcuritics. It is obvious that the trusts and 

wers were much more complicated than 
in the previously cited case. The authority 
io permit the estate to remain in its state of 
investment as at the date of death might 
have indicated an intention that the widow 
should enjoy the income in specie if it had 
sod alone; and the discretionary power 
of sale might have been interpreted in the 
game sense as in Re Yates (supra) if it had not 
had the nature of a power of management 
indicated by the words “ to facilitate the 
ultimate devise.”” Then there is the direc- 
tion to vary the securities which Sir John 
Romilly, in .Morgan v. Morgan, had held 
showed an intention on the part of the 
stator that the securities should be con- 
verted. Taking all these things into con- 
jideration, the learned Master of the Rolls 
held that the life tenant was not entitled to 
the income in specie. Clearly it would have 
been a difficult matter for him to discharge 
the burden of proof. 


(b) POWER TO RETAIN 

The case of Re Bates was singular in that it 
contained only a power to retain. There 
was therefore no need for the careful 
balancing of opposing considerations such 
as had complicated the case of Re Llewellyn’s 
Tust and had caused it to be decided 
differently from the more simple facts of 
Yates v. Yates, In Re Bates Kekewich, J., 
regarded the equitable obligation (under 
Howe v. Lord Dartmouth) and the power to 
retain as inconsistent the one with the other. 
“Here,” said Kekewich, J., “I have an 
expression of intention different to that 
which the law has imputed to the testator 
in the absence of any expression to the 
contrary.”? Nevertheless the learned judge 
was, as he clearly said, “ going beyond and 
wing language different from ” that which 
he had employed in the case of Re Thomas 
189:, 3 Ch., 482), which he had decided 
ixteen years previously. In the earlier 
case, there was a direction to convert as 
well as a power to retain, so that on that 
ground it was distinguishable. But what 
had especially characterised Re Thomas was 
an “ expectant eye’ test which had later 
been adopted by other judges. It is not 
considered that the value of that test is in 
any way diminished by the fact that 
Kekewich, J., did not find it necessary to 
apply it in a case, a very unusual case, of a 
power to retain standing alone. This is how 
the “ expectant eye ”’ test was stated: 


! am not prepared to hold, said Kekewich, 
J., that where there is a direction for conver- 
sion of personal estate followed by a power of 
retention of existing securities in the absolute 
discretion of the trustees and then there are 
trusts for tenants for life and afterwards for 


remaindermen, the power of retention 
necessarily gives to tenants for life the enjoy- 
ment in specie of the securities retained by the 
trustees in the exercise of their discretion. . . . 
But I have no doubt that one looks out with 
an expectant eye for a direction that the 
tenant for life shall receive the income where 
there is an express direction to retain securities 
or any indication of the testator’s intention 
that they shall retain indefinitely for so long 
as they may think fit. 


Perhaps Re Bates should be considered to 
have changed the emphasis somewhat if 
there is an independent power to retain the 
whole or any part of the estate in the same 
state as that in which it was at the date of 
death. At all events, the view that the 
tenant for life will be then entitled to the 
entire income derives support from the 


judgment of Thesiger, L.J., in Macdonald v. 


Irvine and it is further supported by Gray v. 
Siggers (1880, 15 Ch. D., 74) and Re Nicholson 
(1g00, 2 Gh., 111). But the view that the 
power is independent, where it does not 
stand in isolation (as in Re Bates), will be 
much strengthened if also the expectant 
eye test is safely passed. 


(c) POWER TO POSTPONE CONVERSION 
The question, when there is a trust to 
convert and a power to postpone, is one of 
some difficulty. Consider first the case of 
Re Woods (1904, 2 Ch., 4), decided by 
Kekewich, J., after Re Thomas and before 
Re Bates. In Re Woods there was a trust for 
sale and conversion and a power to postpone 
conversion and the life tenant was to have 
the income of the residuary trust funds. 
Emphasis was laid on the fact that the will 
did not provide for enjoyment in specie and 
that the trustees were not bound by the 
terms of the will to pay the tenants for life 
the royalties which formed part of the income 
of the unconverted estate. Kekewich, J., 
would therefore seem to have been applying 
his own expectant eye test when he held 
that the life tenant was not entitled to the 
income in specie. 

The decision in Re Chaytor (1905, 1 Ch., 
233) was again that the life tenant was not 
entitled to the income in specie. A testator 
bequeathed his real and personal estate to 
trustees on trust to convert with a dis- 
cretionary power, to postpone and to retain 
investments, whether authorised or not, and 
to stand possessed of the residuary trust 
funds on trust to pay the income thereof to 
his wife during her lifetime. Warrington, J., 
in saying that the words of the will were 
adverse to the contention of the tenant for 
life that she should enjoy the income in 
specie, pointed out that the trustees were 
to sell, that is, sale was imperative, and that 
they might retain, that is, retention was 
discretionary, while the only trusts in 
favour of the beneficiaries were trusts of the 
residuary trust funds, that is, the proceeds 


of conversion and the investments represent- 
ing the same. 

On the other hand, in Re Inman (1915, 
1 Ch., 187), while again there was a trust 
for sale and conversion-and the trustees 
were empowered to postpone conversion, 
they were further empowered to permit the 
existing investments upon any stocks 
yielding income to continue in the same 
state of investment. Moreover, there was a 
gift of income without any reference, as there 
had been in. Re Chaytor, to the residuary 
trust funds. Neville, J., distinguished the 
case before him from Re Chaytor in these 
words: 


[In Re Chaytor| the power to postpone and 
the power to retain investments were only 
ancillary or subsidiary to the trust for conver- 
sion. But here it is obvious that the power to 
postpone and the power to retain are not 
powers merely referring or subsidiary to the 
trust for conversion. . . . The real point in 
such cases is whether the power to continue 
or retain is to be construed as a power to 
continue or retain permanently or only until 
the trustees can sell advantageously. In the 
first instance, the inference is that the power 
was for the benefit of the tenant for life, in the 
latter, the inference is that it was merely for 
the convenient administration of the estate. 


In the slightly earlier case of Re Owen 
(1912, 1 C.L., 519), however, Neville, J., 
had been more emphatic, for he had 
referred to a conventional rule adopted by 
the Court where a testator had disposed of 
his property to trustees upon trust for 
conversion with a discretionary power to 
postpone conversion of all or any part of 
his estate and had given his property to a 
tenant for life with remainder over but had 
not provided that until sale the life tenant 
should have the benefit of the actual income 
produced by the unauthorised securities 
which, under the discretion to postpone, 
the trustees might have retained. 

It is interesting to observe that in Re Parry 
(1947, L.J.R. 81) Romer, J., had before him 
a case in which, under the will of the 
testator, there was a trust to convert with 
“* full absolute and uncontrollable discretion 
in his trustees to postpone the sale and 
conversion of the whole or any part of his 
estate so long as they should think fit, wise 
and proper and to stand possessed of the 
proceeds of sale thereof and of his ready 
money (thereinafter called his ‘ residuary 
trust funds ’) upon trust to invest the same or 
any part thereof and out of the income of his 
residuary trust funds to pay [certain annuities 
and] the remaining income . . . to his 
nephew.” Now it would seem fairly clear 
that in a case of this kind the life tenant could 
not contend he was entitled to the income 
in specie, for the income was, under the 
terms of the will, of the residuary trust funds 
and the power to postpone was phrased in 
terms which indicated an intention that it 
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should be exercised for the convenient 
administration of the estate. In the course 
of an elaborate judgment, Re Thomas, Re 
Chaytor, Re Woods and Re Owen were all 
referred to but there was no reference to Re 
Inman. As the above extract from the 
judgment in that case shows, there is 
authority for saying that where there is a 
trust to convert and a power to postpone of 
indefinite duration, the tenant for life may 
be entitled to income in specie: but it is 
considered that in view of the accumulation 
of authority the other way, the Court would 
be slow to draw an inference in favour of the 
tenant for life where the expectant eye test 
is not passed. 

Before concluding this brief review of 
cases on powers of postponement reference 
should be made to the interesting case of 
Re Chancellor (1884, 26 Ch. D., 42). The 
largest part of the estate of the testator 
consisted of a business. There was the usual 
trust to convert and power to postpone with, 
however, an express direction as to what 
was to be done with the profits of the busi- 
ness. It was contended that the life tenant 
should only receive income from the profits 
and not the amount of the profits. To this 
the Court of Appeal refused to accede. 
Cotton, L.J., said: 


In my opinion, therefore, without impugn- 
ing any of the authorities that have been 
referred to, there is in this will an implied 
authority to the trustee to carry on the busi- 
ness and the testator has said how the profits 
of the business pending a sale are to be paid 
and applied. I am therefore of opinion that 
the net profits arising from this business are 
income and are payable to the widow. 


Qualified Trust for Conversion and 
Gifts Over 


While there may be a simple trust for con- 
version coupled with a power, there may be, 
too, a qualified trust for conversion from 
which it is clear that the testator did not 
intend the trust to be performed until a 
certain event occurred. Thus, in Rowe v. 
Rowe (1861, 29 Beav., 276) a testator gave 
his personal estate to his executors on trust 
for his brother for life and after his death to 
convert the same into money, to pay the 
legacies bequeathed and divide the residue. 
Sir John Romilly was of the opinion that 
the testator did not intend his farming stock 
to be sold and invested during the lifetime 
of his brother and he made a declaration 
accordingly that the brother was entitled 
to enjoyment in specie. To the same effect 
was the decision in Alcock v. Sloper (1833, 
2 My. & K., 699), where a direction to 
convert at a particular time was held to 
exclude an inference that the property was 
to be converted at an earlier date. 

The rule in Howe v. Lord Dartmouth will 
also be excluded if there is a gift over. So 
in Re Wareham (1912, 2 Ch., 312) Farwell, 
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L.J., observed it had been held that if a will 
contained a gift over after the death of a 
tenant for life of leasehold property in 
specie, it negatived the presumption that 
there should be a conversion. See also Re 
Bland (1899, 2 Ch. 336), where the interest 
was an absolute one and there was an 
executory limitation. It was held that the 
rule in Howe v. Lord Dartmouth did not apply. 


The Scope of the Rule 

The statement of the rule in Howe v. Lord 
Dartmouth by Baggaley, L.J., in Macdonald 
v. Irvine has been referred to as a modern 
formulation, for he there spoke of the rule 
applying to securities ‘‘ deemed to be more 
or less hazardous.”’ It might even be said 
that Baggalay, L.J., was in advance of his 
time. The long and short annuities in 
Howe v. Lord Dartmouth and leaseholds were 
clearly wasting or perishable, but many 
other securities not authorised by law might 
be or be deemed to be more or less hazard- 
ous and the extension of the rule to these 
securities could not be said to be settled 
even so late as 1888, ten years after Mac- 
donald v. Irvine came before the Court of 
Appeal. It was in 1888 that North, J., in 
the course of his judgment in Re Sheldon 
(1888, 39 Ch. D., 50) observed: 


In Porter v. Baddeley (1877, 5 Ch. D., 542) 
the securities were of a wasting nature. The 
same principle does not seem to me to apply 
to securities which are of a permanent 
character though they may be hazardous. 


He accordingly decided that, where there 
was a power to retain, the life tenant was 
entitled to the income from hazardous 
securities, though, had they been wasting 
securities, it seems that Porter v. Baddeley 
would have been followed. The point was 
adverted to by Warrington, J., in Re 
Nicholson where, after referring to Porter v. 
Baddeley, Gray v. Siggers, Re Sheldon and Re 
Wilson (1907, 1 Ch. 394), the learned judge 
said that, in his opinion, there was no dis- 
tinction for the purpose of the rule in Howe 
v. Lord Dartmouth between unauthorised 
securities of a wasting and those of a 
permanent nature. 

While the rule in Howe v. Lord Dartmouth 
applies to residuary personal estate, it does 
not apply to residuary real estate. This, 
bearing in mind what Lord Eldon said in 
Howe v. Lord Dartmouth, might be thought 
to be sufficiently established by the fact that 
as was said in Lancefield v. Iggulden (1874, 
10 Ch. App., 136), a residuary devise of real 
estate is still specific notwithstanding 
Section 24 of the Wills Act, 1837. And 
where real estate is devised on trust for sale 
the whole of the rents belong to the tenant 
for life, as was held in Casamajor v. Strode 
(1809, 19 Ves. J., 390), though without a 
statement of the reasons which led to the 
decree. Apart from the fairly recent case of 


Re Woodhouse (1941, Ch. 332), the matter 
was considered in Re Searle (1900, 2 Ch., 
829) and Re Earl of Darnley (1907, : Ch. 
159). In the former case Kekewich, J. 
took the point to be already settled while 
remarking that it was not for him to enquire 
why there should be that distinction 
between real and personal estate. [t has 
also been decided in Macpherson v. Macpher- 
son (1852, 1 Macq, H.L. 243) that in the 
converse case where there is a trust for 
conversion of personalty into realty, the 
tenant for life is entitled to the enjoyment 
of income in specie pending conversion, 

This is perhaps an appropriate place to 
note that while leaseholds were formerly 
clearly within the rule, the effect of Section 
28 of the Law of Property Act, 1925, 
coupled with the definition of land which 
by Section 205 (1) (IX) of the same Act 
includes leaseholds, is that if leaseholds are 
given on trust for sale, the tenant for life is 
entitled to the: income in specie until such 
time as conversion occurs. This is the 
decision in Re Brooker (1927, W.N., 93). 
It must be taken to be well settled by the 
subsequent cases of Re Berton (1938, 4, All 
E.R. 286) and Re Trollope’s Will Trusts (1927, 
1 Ch., 596), though it has not escaped 
criticism. 


To be concluded ) 
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TAXATION 


Excess Profits Levy—VI° 


TRANSFERS OF BUSINESSES 


ELABORATE MACHINERY IS SET UP BY 
the Finance Act, 1952, for arriving at 
standard profits, etc., when a business 
js transferred by one company to 
another. It makes a difference whether 
the whole (or substantially the whole) 
business, or only part of it, is transferred. 
(* The whole ” is used in this article to 
include a transfer of substantially the 
whole.) 

If the business began before January 
1, 1949, a transfer after January 1, 1947, 
of the whole business as a going con- 
cern, without substantial change in the 
character of the business in the 12 
months after the transfer, brings in the 
11th Schedule unless the transferee 
company elects otherwise. If only part 
of such a business is so transferred, the 
11th Schedule does not apply unless 
both transferor and transferee elect 
that it shall. 

Where both companies are under 
common control, however, the 11th 
Schedule applies automatically ; no 
election can be made to stay out of it. 

A business which began on or after 
January 1, 1949, does not come within 
the 11th Schedule, because it cannot 
have profits of standard years. 


Transfers before 1952 


If the transfer takes place not later 
than January 1, 1952, and is of the 
whole business, and the transferee does 
not elect that the 11th Schedule shall 
not apply, the standard profits of both 
transferor and transferee are calculated 
as if ; 

(a) the transferee had always carried on 
the business, 

(6) the transferor’s profits or losses, 
undistributed profits, etc., had been the 
transferee’s ; 

(c) the transferor’s share capital and 


borrowed money had been the transferee’s, 
but 


—_—— 


* Previous articles appeared in our issues of 
July, pages 236-7; August, pages 273-5; Septem- 
ber, pages 306-7; October, pages 339-40; 


November, pages 368-9. 


(d) the transferee had repaid share 
capital and the transferor received cash in 
respect of share capital amounts equal to 
the value of any of the transferor’s assets 
not included in the transferor and of the 
purchase consideration. If any liabilities 
are not taken over, the amount of them is 
regarded as a repayment of share capital 
by the transferor and a receipt by the 
transferee. 

When only part of the business is 
transferred, and election is made to 
apply the 11th Schedule, the above 
applies to the profits, etc. of the part, 
but there is no adjustment in respect to 
assets and liabilities not taken over. 

The above does not apply to any 
chargeable accounting period (C.A.P.) 
for which the transferee has selected the 
minimum standard. 

In successive transfers, each trans- 
feree succeeds to the figures of his trans- 
feror, who was the transferee under the 
preceding transfer. 


Valuation of Assets 

Assets which have attracted capital 
allowances are valued at the written- 
down value at the time of the transfer. 
Other assets will have to be valued on 
their merits, presumably at open- 
market price, since the Act is silent on 
the point. 


Transfers after January 1, 1952 
If the transfer is after the above date, 
and the 11th Schedule is applied, the 
transferee adds to its standard profits 
what would have been the transferor’s 
standard for the C.A.P. in question, 
subject to adjustment for assets and 
liabilities not taken over and for pur- 
chase consideration. The adjustment 
for assets and liabilities not taken over 
does not apply where only part of a 
business is involved. 

If the transfer is during a C.A.P. of 
the transferee, the C.A.P. is split for 
this purpose. 

The reduction in the transferor’s 
standard profits is computed ignoring 


changes in its capital after the transfer, 
and as if it had no borrowed money 
thereafter. 

The transferor’s standard profits 
taken over by the transferee are com- 
puted on the basis that an election to 
delete all initial allowances had been 
made by the transferor only if the 
transferee had made such an election, 
and the transferor was director-con- 
trolled only while the transferee was so 
controlled. 

The above does not apply to any 
C.A.P. in which the transferor had 
selected the minimum standard. 


Transfers from Indiyiduals and 
Partnerships of Individuals 


If the whole (or substantially the whole) 
of a business carried on by an individual 
or by individuals in partnership is 
transferred after January 1, 1947, to a 
company over which any of the follow- 
ing alone or together have control, the 
11th Schedule will apply, if the trans- 
feree company so elects, as if the ven- 
dors were a company. 

The persons are : 

(1) The individual(s) in question ; and 

(2) Any other individual who carried on 
the business at any time before the transfer ; 
and 

(3) the spouses, children, brothers or 
sisters of any of the above individual(s) and 

(4) the personal representatives and 
beneficiaries of any such individual(s) who 
have died, 

If the election is made, then the 
profits of the vendors are computed as 
if there had been paid to the indi- 
viduals from time to time carrying on 
the business the maximum remunera- 
tion that would have been allowable in a 
director-controlled company with such 
individuals as directors. The Com- 
missioners of Inland Revenue are to 
decide what distribution of profits 
and movements of capital are to be 
taken ; this is subject to appeal to the 
Special Commissioners. 
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Taxation Notes 


Repayment Claims 

IN DAYS OF HIGH TAXATION AND DEAR 
money, most taxpayers like to have 
their repayments (if any!) as soon as 
possible. Claims can be submitted at 
any time for repayment against taxed 
income, and it is not uncommon in the 
case of small incomes for several instal- 
ments to be paid. 

Example. KR has an income solely from 
taxed dividends, none with a net United 
Kingdom rate such as to reduce the 
repayment. He submits claims quarterly. 
He is married, no children. His repayment 
for 1952-53 could proceed thus : 


Quarter ist 2nd 3rd 4th 
£ & 

Income i .. 1150 100 180 210 

P.R. ¥e3 .. 150 60 

Taxable nil 40 180 210 

Repay: tstQuarter{150at9/6=£71 5 0 


end ,, £6o0at9/6£=28 10 o 
40 at6/6=£13 0 Oo 


£41 10 O 


grd_—g,g = £60 at 6/6=-£19 10 oO 
120 at 4/-= £24 0 Oo 


£43 10 0 

4th ,, £30at 4/-= £6 o o 
50 at 2/-=£15 0 O 

£21 0 oO 


Any National Insurance contributions 
relief would be at 9/6 in the £. If R. 
or his wife were 65 years of age or over, 
marginal age relief would increase the 
repayment. This could not normally 
be given until the whole income is 
known. 


E.P.L.—Bonus Shares and 
Debentures 


Questions have been raised in recent 
meetings on the effect of capitalisation 
of profits. 

It seems to the writer that where a 
company elects that its standard shall 
be 10 per cent. (12 per cent. in the 
case of a director-controlled company) 
of the paid-up share capital at the end 
of 1946 or 1951, any bonus shares 
issued before the date selected are 
paid-up share capital. 
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In considering capital movements, 


however, the Act talks about cash 
received (which includes other valuable 
consideration), and this seems not to 
include bonus shares. Profits capital- 
ised since the “relevant date” will 
remain in the computation of undis- 
tributed profits. 

So far as bonus debentures are con- 
cerned, it is not considered that these 
can be included in the term “ bor- 
rowed money.” No money has, in fact, 
been borrowed, though such deben- 
tures would be a liability as being 
“other debt owed ” for the purpose of 
computing net assets if the capital 
(net assets) standard were selected. 
This may be arguable, but the writer 
thinks not. 


E.P.L. and Directors’ 
Remuneration 


The provision that there shall be 
charged for directors’ remuneration, in 
the case of a director-controlled com- 
many, the maximum amount that 
would have been allowable for profits 
tax had Section 34, Finance Act, 1952, 
always applied, is sometimes misunder- 
stood. It is not permissible to readjust 
the profits for E.P.L. and apply the 
Section to these profits. All that is 
required is to see what, if any, addi- 
tional remuneration would have been 
allowable for profits tax. 

Illustration. In 1948, a company had the 
following directors : 
Full time: Remuneration 

Directors owning or controlling 

not more than 5% each of ordin- 


ary share capital ahs ... £3,000 
Directors owning or controlling 
more than 5% of the ordinary 
share capital : 
A “ss ide oa 2,200 
B ae oes a 1,800 
C as ne sie 1,800 
Other Directors 1,500 


The profits were adjusted for profits tax 
thus : 

Profits _ _ ... £22,700 
Directors’ remuneration A, B, 

C and “ other directors ” 7,300 

30,000 

Maximum deduction 15% 4,500 

Profits for profits tax ... £25,500 


‘The maximum deduction becomes / 5 £09 


or A.B & C. 
The E.P.L. 


proceed : 


computation may then 


j 
~~ 


Profits as for profits tax £25,500 
Franked investment in- 
come 


eee “< 4,200 
Balancing allowances... 


520 


Balancing charges : 360 
Interest disallowed be- 
cause paid to B 500 
Further directors’ re- 
muneration 1,000 
£30,220 £1,860 
Profit of accounting 


period £28,360 


E.P.L. Forms 


The long-awaited officials forms are 
now available. These comprise : 
E.P.L.3. For computing profits or 
losses of accounting periods ending 
after December 31, 1951, excesses 
or deficiencies, and E.P.L. payable 
for chargeable accounting periods 
(C.A.P.’s). The back is to be used 
in adjusting the standard to the 
C.A.P. 
E.P.L. 3-2. For computing the profi 
of standard periods. 


.P.L. 3-3. For computing undis- 
tributed profits or over-distribu- 
tions of profits for the first C.A.P. 


E.P.L. 3-3A. For continuing the 
computations on 3-3 for subse- 
quent C.A.P.’s. 

With the forms is issued a 12-page 
pamphlet E.P.L.5 of explanatory notes 
on the forms. ‘These contain much 
illuminating information which makes 
one wish the writer of the pamphlet 
had written the Finance Act, 1952. 

It is evident that many supporting 
Schedules will have to be prepared and 
submitted to the Inspector of Taxes 
with the forms, but the latter are very 
welcome and will ensure uniformity of 
method. 

An application for computation 
forms should not exceed the estimated 
requirements of the next twelve months 
including, if desired, an office copy o! 
each computation submitted to al 
Inspector of Taxes; the estimate should 
be on the low side rather than the high 
side since further copies can be obtained 
at any time. A copy of the pamphlet 
E.P.L.5 can be supplied for each 
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member of the applicant’s staff likely to 
yse the computation forms. 

The forms may be obtained from 
the Inspector of Taxes in whose district 
the applicant’s office is situated; a 
branch office may apply to its local 
inspector, so long as _ overlapping 
requests from the main office and 
branch offices are avoided. 


Christmas Bonuses and Income 
Tax 
Christmas bonuses paid to employees 
are liable to income tax whether pay- 
ment is made in cash or in something, 
such as savings certificates, which can 
be turned into cash. A special conces- 
sion has, however, been made in recent 
years if an employer who had been in 


the habit of making Christmas presents 
in goods to subordinate employees had 
decided to substitute gifts of equiva- 
lent value in the form of savings 
certificates, savings stamps, National 
Savings gift tokens or direct credits to 
savings bank accounts of the employees. 
In these circumstances, the value of 
these substituted gifts is not treated 
for income tax purposes as income of 
the recipients. 


Current Law Income Tax Acts 
Service (Clitas) 

Clitas was reviewed in our May issue, 
on page 177, and the extended scope of 
the service was noted in June (page 
198). 

With Release 6 dated October 27, 
1952, bringing Volume 1 up to date, 


Recent Tax Cases 


By W. B. COWCHER, 0.B.£., B.LITT. 


INCOME TAX 


Machinery or plant—ZInitial allowance-——Payment 
for car-—Owing to gross fraud no car obtained— 
Whether entitled to allowance—Income Tax 
Act, 1945, Section 15. 

C.I.R. v. Guthrie (Court of Session, 
June 25, 1952, T.R. 315) was one of those 
cases which show how difficult it is for the 
Parliamentary draftsman to avoid 
ambiguity. By Section 15 of the Income 
Tax Act, 1945, a person carrying on a trade 
became entitled to an initial allowance if he 

incurs capital expenditure on the provision 

of machinery or plant for the purposes of the 
trade. 


The respondent had paid £1,144 for a car 
to a hopelessly insolvent concern and as a 
result of “‘ the grossest fraud *”’ got no car 
and lost his money. He claimed the initial 
allowance upon the ground that he had 
incurred capital expenditure for the purpose 
set out in the Section, whilst the Crown 
claimed that the determining factor was 
the provision of the machinery or plant and 
the allowance was dependent upon 
materialisation. The Special Commissioners 
had found in the respondent’s favour and a 
unanimous Court affirmed their decision. 
The Lord President (Lord Cooper), giving 
the only judgment, said that in Section 15 
and other parallel sections in the 1945 Act 
the benefit was to go not to the person who 


provided the prescribed improvement but to 
the person who incurred the expenditure. 
He held that the Special Commissioners 
were justified in concluding that their 
concern was with the fact and the object 
of the expenditure and not with the sub- 
sidiary question, bona fides being always 
assumed, whether the object was realised. 
It is to be noted that it is only where there 
is ambiguity in the statutory wording and 
two or more interpretations are justified 
that the Court will endeavour to determine 
the intention of the legislature. 


Income tax—Repairs to property—Disrepair 
during war—Estimate obtained for repair of roof 
-—Decision to reconstruct rather than repair— 
Whole building lengthened and heightened and 
entirely new roof added to enlarged building— 
Whether any part of total cost allowable as 
repairs—Income Tax Act, 1918, Schedule D, 
Cases I and IT, Rule 3 (d) (e). 


Lawrie v. C.1.R. (Court of Session, 
June 19, 1952, T.R. 305) was one of a very 
large class of case exhibiting great differ- 
ences in facts. Apart from damage caused 
by enemy action, during the recent war it 
was, generally, impossible to keep premises 
in good condition, with the result that even 
if mere restoration by repair were effected, 
large outlays became needed. In a large 
proportion of cases, the opportunity was 


came Volume 2 containing sections 
treating of the Profits Tax and the 
Excess Profits Levy, and providing 
space for transferring matter from the 
overcrowded Volume 1. 

The new sections set out the statutory 
provisions on profits tax and E.P.L., 
with annotations in a similar manner 
to those in Volume 1 on income tax. 
Regulations, concessions, etc., are in- 
cluded. The volume is a very useful 
reference work and will grow in value 
as it is brought up to date with develop- 
ments in practice, which in the case of 
Excess Profits Levy are, of course, not 
yet available. 

‘The publishers areSweet & Maxwell, 
Ltd., and Stevens & Sons, Ltd. Volume 
2 is available at £2 12s. 6d. net to 
Clitas subscribers; it is not sold separ- 
ately. 


and is being taken to make improvements 
to the structures in lieu of merely repairing 
them: but, although such a policy might 
well be considered to be in the national 
interest, it has proved very perilous from 


the taxation standpoint. The appellants 
in the present case were a firm manufactur- 
ing concrete slabs and blocks and their 
premises fell into disrepair during the war. 
An estimate for the repair of the roof 
amounted to £5,750; but the appellants 
finally decided that it would be better to 
reconstruct than to repair. The whole 
building was lengthened and heightened 
and an entirely new roof: superimposed. 
The total cost amounted to £4,8q99—less 
than the original repairs estimate. The 
claim to allowance was in respect of five- 
sixths of the latter amount, that being the 
ratio of the floorage of the old as com- 
pared with that of the new. The Special 
Commissioners rejected the claim; and a 
unanimous Court upheld their decision, 
the whole of the expense being held to be 
capital expenditure. 

The one finding by the Court which is 
of real importance, and upon this point the 
three judges were unanimous, was that 
where there is not repair but reconstruc- 
tion, no allowance can be given for the 
notional cost representing what would have 
been incurred had the premises only been 
repaired. Whilst upholding the Special 
Yommissioners’ decision, the Court rejected 
their view that the “ entirety ” to be con- 
sidered was the roof, a point upan which 
there is at present a conflict of opinion 
between the Court of Session and the 
Chancery Division. 
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Author — Sale of copyrights during carrying on of 
profession — Whether consideration for sale taxable 
as income— Deduction of commission to agents — 
Claim to deduction of expenses— Income Tax Act, 
1952, Section 123, Schedule D, Case IT, Case 
VI. 

Mackenzie v. Arnold (C.A., July 14, 
1952, T.R. 337) was the subject of a full note 
in our issue of September last at page 313. 
Sir Compton Mackenzie, appearing in per- 
son, fared no better in the Court of Appeal 
than before Danckwerts, J., who had 
affirmed the decision of General Commis- 
sioners that £10,000 received by him in 
respect of the residual copyrights of 20 
novels written during years when he was 
non-resident was taxable as income, subject 
to deduction of £1,000 agency commission 
to which he was admitted to be entitled. A 
secondary contention that if liable he should 
be allowed £19,000 expenses, found to be 
incurred in those years in connection with 
the writing of the said novels, or a propor- 
tion thereof, had also been rejected. 

As pointed out in the previous note, the 
hardship felt by the appellant is one of wide 
experience under the income-tax system. 
There was, however, a significant passage 
in the judgment of Romer, L.J. : 

at first sight it might seem wrong to some 

minds, and undoubtedly his, that what would 

from some points of view appear to be a capital 
asset, namely, the copyright of a book... 
should, if sold, be treated as income. When 
one realises that it is only one way of making 

a profit . . . I think, really, that those who 

believe it is unjust might cease to do so. 

Today, the man who enters’ into an 
important contract for the disposal of 
‘* property ’ without first considering its 
taxation aspect will often have cause for 
regret. 


Second Mortgage bonds of American company— 
Interest accruing but not payable whilst first mort- 
gage outstanding — Arrangement between company 
and bondholders— Cancellation of bonds and issue 
of promissory notes in lieu—Sums equal to 
accrued interest on bonds paid after cancellation— 
Whether income from foreign securities or posses- 
stons—Income Tax Act, 1918, Schedule D, 
Cases IV and V. 


Lilley v. Harrison (House of Lords, 
July 11, 1952, T.R. 333) was noted in our 
issues of February and May, 1951 (pages 59 
and 189) ; and as the case, whilst of import- 
ance in a very complex subject, depended 
upon its special facts recapitulation is 
necessary for comprehension. The appel- 
lant was a lady who in 1937 held $100,000 
6 per cent. second mortgage bonds of 
O-Cedar Corporation. These contained 


four provisions relevant to the issue : (1) an 
agreement to pay the principal sum of 
$100,000 ; (2) an agreement for interest at 
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6 per cent ; (3) a specific charge on certain 
property in Chicago ; (4) a provision that 
neither principal nor interest should be 
payable whilst the first mortgage was out- 
standing. In 1942, the Corporation wished 
to sell the property free of encumbrances; 
and, as owing to the continued existence of 
the first mortgage no interest had been paid, 
an agreement with appellant as bondholder 
was necessary. In 1942, a fresh contract 
was entered into whereby the appellant's 
bonds were cancelled and promissory notes 
in lieu substituted and the accrued interest 
on the bonds was to be payable, $18,000 
upon June 1, 1943, and a similar sum on 
June 1, 1944. The payments were duly 
made ; and the question was whether these 
sums were taxable in the hands of the appel- 
lant, either under Case IV or under Case V, 
or were not taxable at all as sums which 
were payments in lieu of interest and not 
interest. ‘The Special Commissioners had 
held that they arose from a foreign posses- 
sion and were taxable under Case V. This 
decision had been reversed by Danckwerts, 
J., who had held that the source of the pay- 
ments was the contract in the bonds and 
that as the bonds had been cancelled the 
source had then ceased to exist. In the 
Court of Appeal, he was, in turn, over- 
ruled, it being held that the amounts paid 
had retained their character as interest and 
that the source was the original contract in 
the bonds for payment of interest which 
remained operative despite the cancellation 
of the bonds themselves. In the House of 
Lords, the decision of the Court of Appeal 
that there was liability under Case V as 
income from a foreign possession was unani- 
mously affirmed, Lords Porter and Oaksey 
agreeing with the judgment of Lord Morton 
of Henryton, whilst Lord Reid, whilst 
reaching the same conclusion, did so in a 
separate and distinctive judgment. 

Lord Morton refused to accept the con- 
tention that the agreement to pay interest 
became of no effect when the bonds were 
cancelled. He held that it was a term of the 
cancellation agreement that the interest 
provision was to remain operative but to 
be modified as to the date of payment. He 
agreed with the judgment of the Master of 
the Rolls upon this point. Even on the view 
that the agreement to pay interest perished 
with the bonds, he held that the payments 
retained their character as interest, but, no 
longer being secured on the bonds, they had 
ceased to be chargeable as from a foreign 
security under Case IV and had become 


Case V. Lord Reid considered the view to 
be preferable that the obligation to pay 
interest contained in the bonds had been 
discharged and replaced by the agreement 
contained in the cables between the appel- 
lant’s agent and that of the corporation. 
He held that in lieu of the old a new obliga- 


tion to pay the amount due had been 
created and that it was an unsecured, cop. 
tractual obligation. The contention tha 
the two sums paid were not interest by 
sums of money or money’s worth received 
in lieu of interest and not taxable rested op 
certain cases; but, he said, in those case 
what the taxpayer got was different jp 
character from the interest originally due, 
Here, the appellant got what accrued as 
interest under the bonds and nothing else, 
The transaction, as affecting the interest, 
was merely a postponement; and _ the 
substitution of a new obligation for the old 
one and the change from Case IV to Case 
V, were, he held, either immaterial or unim. 
portant. The latter might occur without 
alteration of the interest obligation. He 
added, finally, that had he taken the other 
view that the interest covenant in the bonds 
survived their cancellation he would have 
reached the same conclusion. 

The opinion of the majority of their 
lordships that an interest covenant in a bond 
can survive the cancellation of the bond is 
clearly of legal importance; and although 
the speech of Lord Morton needs careful 
study it would seem that if such a question 
has arisen it is to be decided as a matter of 
substance in the light of all the relevant 
facts. 


Tax-free annuity of fixed amount but not ‘i 
exceed one-third of the total net income of estate, 
after deduction of tax— Liability to account fo 
tax reliefs—How far rule in In re Pettit 
applicable. 

In re Batley (C.A., July 24, 1952, T.R. 
389), was noted in our issues of July, 195! 
(page 273) and September (page 313). lt 
was the second occasion upon which this 
small matter had come before the Court oi 
Appeal. On the first occasion that Court 
had held, reversing Vaisey, J., that an 
annuity of £416 bequeathed by a testator 
to his former wife was to be upon the par- 
ticular facts of the case net after deduction 
of tax. The Court did not, however, deal 
with the question whether the beneficiary 
had to account to the trustees of the estate 
in respect of her personal reliefs under the 
rule in In re Pettit (1922, Ch. 765). This 
point had come before Vaisey, J., in a new 
case and he had held that the rule applied 
and that by virtue of Jn re Kingcome (193°. 
Ch. 566; 15 A.T.C. 37), the beneficiary 
was bound at the request of the trustees to 
claim her personal allowances and, as she 
had married again, must, if necessary, apply 
to be assessed separately from her husband 
under Section 355 of the Income Tax Act, 
1952. There was one feature of the bene- 
faction, however, which had to be con 
sidered. The annuity of £416 was only 
to be of that amount so long as it did 
not exceed one-third of the residuary 
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income of the estate after deduc- 
jon of tax, and this limitation was 
tually operative. The Court of Appeal 
yas unanimous that the Pettit principle 
yas only applicable where the amount 
savable annually to the beneficiary was a 
sxed sum and did not apply to a case where 
the beneficiary was entitled to a share of the 
net taxed income of an estate. It, therefore, 
approved the decision of Vaisey, J., with 
the above variation—one which so long as 
he one-third limitation applied reduced it 
anullity. In the event of the net income 
of the estate becoming such that the one- 
third would be approximately equal to 
(416, the curious position would arise that 
che more the beneficiary was entitled to, the 
vorse off she would be, £415 19s. 11d. being 
the point of maximum benefit. 


Excess rents— Charge under Case VI of Schedule 
D)—Deficiencies of rents— Whether deficiencies on 
ther properties can be set off against chargeable 
wesses—Income Tax Act, 1918, Schedule D, 
Charging Rule 2, Case VI—Finance Act, 1927, 
\wction 27 —Finance Act, 1940, Section 15. 


Barron v. Littman (House of Lords, 
july 31, 1952, T.R. 363) was noted in our 
isues of June, 1951 (page 224), and 
October, 1951, (page 389). The respondent 
vas a property dealer leasing properties 
with a view to sub-letting them at a profit. 
For 1942-3, there were 28 such cases and 
from 23 of them he had received increased 
rents which, under the excess rents provi- 
ions of the Finance Act, 1940, applicable 
to short leases as therein defined, entailed a 
ability to tax upon £4,830 under Case VI 
{Schedule D. Upon the other five proper- 
ties he had made an aggregate loss of 
£3,575, in two of these the rents paid by 
him exceeding the rents received whilst in 
the other three cases he had failed to let. 
He had claimed that under Section 27 of 
the Finance Act, 1927, he was entitled to 
et off £3,575 against the £4,830. This 
claim was objected to by reference to the 
ierms of Section 27, which were only applic- 
able where 


a person sustains a loss in any transaction .. . 
of such a nature that, if any profits had arisen 
therefrom, he would have been liable to be 
assessed in respect thereof under Case VI of 
Schedule D. 
The Revenue contended, first, that the 
contracts out of which the losses arose were 
not “ transactions.”’ This, upon the facts of 
the case, had been rejected unanimously by 
the Court of Appeal and was equally ill- 
received by their lordships, although it was 
recognised that in certain other circum- 
‘tances there might well be difficulty. The 
‘cond and more important contention was 
that the words “ any profits”? must mean 
that if profits had arisen from the five 


transactions resulting in losses the whole 
would have been charged to tax under 
Case VI as excess rents, whereas, owing to 
the artificiality of the formula laid down in 
Section 15 of the Finance Act, 1940, this 
was not the case. In ascertaining the losses 
on the five properties commercial rules were 
applicable and it was contended that the 
word “ profits ’* must mean profits similarly 
ascertained, otherwise an absurdity would 
arise like that “when peas are to be 
deducted from beans.”’ In other words, 
like would not be deducted from like. 

The Special Commissioners and Wynn- 
Parry, J., had accepted the Revenue con- 
tentions, and although the Court of Appeal 
had reversed their decisions Jenkins, L. J., 
had dissented. In the House of Lords, the 
argument that for the purposes of Section 
27 of Finance Act, 1927, “ profits ” and 
‘losses’? meant actual or commercial 
profits and losses was unanimously rejected, 
all five of their lordships giving separate 
speeches. The following is taken from that 
of Lord Reid : 


But I do not agree that “ profits ” in Sec- 
tion 27 means actual or commercial profit. 
In legislation dealing with income tax one 
might expect profits to mean profits in the 
income-tax sense . . . and that is not by any 
means the same thing as actual profits in a 
commercial sense . . . moreover, when Section 
27 refers to profits in respect of which the 
taxpayer would have been liable to assess- 
ment it must, I think, be referring to profits in 
the income-tax sense because it is only in 
respect of such profits that a taxpayer can 
ever be liable to assessment. 

As previously pointed out, the decision 
of Wynn-Parry, J., affirming the decision of 
the Special Commissioners, seemed to be 
strangely incompatible with a fundamental 
income-tax principle, namely, that the tax 
is and only is a single tax on profits or gains, 
no matter what measure may be employed 
in their estimation ; and the result of the 
case is an emphatic reaffirmation of this 
unitary principle. The attempt to introduce 
** class distinctions ’’ amongst the profits and 
losses within the ambit of Case VI has 
failed ; and the inequity of the position 
which would have otherwise resulted illus- 
trates the fact that whilst hard cases may 
make bad law, bad law is equally capable 
of making hard cases. 


Employment — Agreement made abroad— Remun- 
eration paid partly in London and partly abroad — 
Employment exercised in United Kingdom— 
Whether remuneration taxable in United Kingdom 
irrespective of question of remittance—Bray v. 
Colenbrander (1952, T.R. 355). 

Employment — Agreement made abroad— Remun- 
eration paid into bank account abroad— Employ- 
ment exercised in United Kingdom— Whether 
remuneration taxable in United Kingdom 


irrespective of question of remitiance— Harvey 
v. Breyfogle (1952, T.R. 361). 

Income Tax Act, 1918, Schedule D, Charging 
Rule 1 (a) (ii), Cases IT and V, Schedule E— 
Finance Act, 1922, Section 18. 

These two cases with slightly different 
facts are being carried to the House of 
Lords at the expense of the Revenue. They 
were both noted in our issue of October last 
(page 342). They came before the Court of 
Appeal on July 24, 1952, and that Court, 
being bound by the decision of the same 
Court in Bennet v. Marshall (1938, 16 A.T.C. 
167), and having found that it applied in 
the circumstances of both cases, had no 
alternative but to decide that the liability 
to tax was restricted to remittances. As the 
criterion of liability which has emerged 
from the case in question and earlier cases 
is quite artificial and provides a simple 
method of tax avoidance on a substantial 
scale, in the event of failure by the Revenue 
in the House of Lords, remedial legislation 
is probably contemplated. 


INCOME TAX AND EXCESS 
PROFITS LEVY 


Underwear manufacturer— Revenue inquiry into 
returns and accounts— Estimated assessments for 
several years — Fresh capital introduced into busi- 
ness—- Unsatisfactory explanations of source— 
No evidence by appellant. 


Moschi v. Kelly (C.A., July 16, 1952, 
T.R. 345) was noted in our issue of August 
last at page 280. Donovan, J., had upheld the 
decision of the General Commissioners con- 
firming certain estimated assessments; but 
despite the scathing terms in which Dono- 
van, J., had referred to him, the appellant 
has sufficient of what lawyers call “ cour- 
age”’ to take his case to the Court of 
Appeal. There, all three of the lords justices 
agreed that there was no point of law in- 
volved in the case, although there was a 
subsidiary point about wages alleged to 
have been paid to the appellant’s wife. 
Counsel for the appellant alleged “ mis- 
directions, errors and defects ” in the case 
stated which would justify the Court in 
remitting the case ; but the Court held that 
the appellant had not discharged the onus 
of proof that the assessments were excessive 
and, as there had been no real proof of any 
fact by him, the General Commissioners 
could not be criticised for the form of the 
case by reference to Section 149 (1) (d) of 
the Income Tax Act, 1918. 


ESTATE DUTY 


Marriage settlement—Annuity to wife, balance 
of income of trust property to husband—Whole 
income to survivor—Death of husband— Whether 
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whole trust fund liable to estate duty as passing 
on death—Succession Duty Act, 1853, Section 38 
—Finance Act, 1894, Sections 1, 2. 5 (3): 
Finance Act, 193& Section 48. 

In re Lambton’s Marriage Settle- 
ment (C.A., May 28, 1952, T.R. 277) was 
noted in our issue of May last at page 169. 
Under the marriage settlement of the 
deceased certain funds were settled on trust 
during joint lives to pay out of the income 
an annuity of £400 to the wife and to pay 
the rest to the husband, the survivor 
(during widowhood in the case of the wife) 
to take a life interest in the whole income, 
the children of the marriage to be the 
ultimate recipients of the corpus. The 
settlement was made in 1912 and the 
husband died in 1949. At his death the 
value of the fund was £17,000 and of the 
annuity £11,000 and the question was 
whether the whole £17.000 was liable to 
estate duty as passing on the death or 
whether a deduction fell to be made of a 


** slice *’ consisting of the £11,000. Harman, 


J., had held that there was a passing of the 


whole property on the death and a unani- 
mous Court of Appeal affirmed his decision, 
it being held that the principle established 
in Earl Cowley v. C.ILR. (1899, A.C. 198) and 
De Trafford v. A.G. (1935, A.C. 280; 
14 A.T.C. 71) governed the case: and that 
the decision in A.G. v. Glossop (1907, 
1 K.B. 163), which was one by the Court 
of Appeal, was incompatible with the 
Cowley decision as interpreted by the House 
of Lords in the De Trafford case. An 
exhaustive examination of the legal problem 
by Evershed, M.R., was a feature of this 
case, and, although the present writer finds 
it a hopeless task to try to reconcile estate 
duty law with any of the accepted canons of 
taxation or recognised principles which 
should govern its incidence, the following 
passage from the judgment is worthy of 


quotation: 


I confess that the conclusion at which I 
have arrived may be thought somewhat 
regrettable because (as is stated and frankly 
conceded) for forty-five years the decision in 
the Glossop case has, I believe, been followed 
as a matter of practice as governing cases 
of this character; and it may be that many 
persons have acted in reliance upon it. And 
the distinction is in any case a fine one 
between aliquot shares and provisions for 
payment of a fixed annual sum, and subject 
thereto to pay the residue of the income. I 
ventured to suggest to Mr. Pennycuick that 
conveyancing ingenuity of no very extrava- 
gant or remarkable order could very easily 
frame trusts of a settlement so as to produce 
by fluctuating fractions the substantial 
equivalent of the present case; and, although 
I do not decide it, I should imagine that if 
success crowned those efforts, the result would 


Bae. 


be to give rise to a much smaller liability 
for duty. 


When a Master of the Rolls suggests 
a scheme of avoidance in order to achieve 
a more equitable result it would seem that 
the Public Relations Officer might do 
worse than explain the reasons for the 


change of official policy. It is worthy of 


note that a case very similar in character 
and raising the same issue, Lord Advocate v. 
Angus Trustees (1951, T.R. 297), noted in 
our issue of December, 1951, at page 459, 
came before the Court of Session (Outer 
House) upon July 24, 1951, and with the 
like result. 


Estate Duty—Apportionment of duty—Portions 
charged by will of life tenant on reversionary 
interest in veal property—Portions charged by 
deed—Deaths of life tenants in succession— 
Liability to estate duty on death of second life 
tenant—Liability of portioners to bear share of 
duty—Whether disposition containing any express 
provision to the contrary—Finance Act, 1894, 
Sections 8 (4), 14 (1)—Land Transfer Aci, 
1897, Section 1—Law of Property Act, 1925. 
Section 16 (1). 


In re Keele Estates (C.A.,May 23, 1952, 
I.R. 293) was an appeal from a judgment 
by Roxburgh, J. There were three points 
involved and upon two of them the appeals 
were allowed. whilst that on the other was 
dismissed. A cross-appeal was also dis- 
missed. The facts of the case were both 
extraordinary and extremely complex, not 
permitting of adequate summary within 
reasonable compass. The case’s main value 
would seem to lic in the examination of 
Section 14 (1) of Finance Act. 1894, under 
which, in the case of property not passing 
to executors as such, duty may be recovered 
by the person paying the duty on the 
property from the person entitled to any 
charge cn the property 

whether as capital or income or otherwise, 

under a disposition not containing any 

express provision to the contrary. 

Illustrating the peculiar nature of the case, 
it may be mentioned that although W. S. 
died in 1888, the disposition then made 
did not become effective until 61 years 
after his death, R. S., the succeeding tenant- 
for-life who succeeded in 1888. not dying 
until 194@. 


ESTATE DUTY AND 
SUCCESSION DUTY 
Estate Duty—Succession Duty—Pension under 
non-contributory scheme—Discretion of trustees to 
give or withhold pension—Whether pension 
purchased or provided by deceased—Whether 
a disposition of property—Succession Duty Act, 


1853, Section 2—Finance Act, 185:, Section » 
(1) (d). 


Davies v. C.1.R. (Ch., July 10, igs. 
T.R. 321), which came before }} man, J. 
will be of interest not only to those concerned 
with the management of many pensio; 
funds but also to many actual or prospectiy 
beneficiaries. The plaintiff was the widoy 
of a man who became an employee o 
J. Bibby & Sons Ltd. in 1898 and remained 
with the company until his death in 194 
In 1924 the company instituted a nop. 
contributory pension scheme for the benefit 
and assistance of its employees, subse. 
quently extended to their wives and 
children. Under the deed creating th 
scheme trustees were appointed; a 
initial contribution of £60,000 was provided 
by the company; and it was stated that 
the company proposed to contribute every 
year thereafter £15,000 or such sum as the 
company should determine, but it was not 
to be bound to contribute anything. Th 
beneficiaries of the trust fund were primar 
to be 


retired employees ... whose character and 
length of service may in the judgment of th 
trustees entitle them to claims upon it; 


but the trustees were to have “ an absolute 
and uncontrolled discretion ”’ in the admin- 
istration of the fund although to have no 
power to divert the fund from the main 
purposes specified in the deed. The rules of 
the fund laid down who were to be 
“entitled” to pensions and were s 
elaborate that “‘ anyone looking at the rules 
will know that his pension, if he gets on 
will be of such and such a size.” ‘Th 
trustees, however, were required to review 
the pensions yearly with a view to adjust- 
ments up or down. Other provisions in the 
rules precluded assignments ; and a right 
was given to the trustees at any time t 
reduce or suspend a pension for misconduct. 
In 1931 a new class was introduced into 
the scheme, and the widows and childrer 
of employees became eligible for benefit, 
the plaintiff being granted a_ pension 
initially of £19 per month but increased 
from time to time until in January 1950 it 
was at the rate of £36 19s. per month 
Between 1943 and the present time, the 
Crown had apparently made no claim t 
duty, but it now claimed that the pensio! 
received by the plaintiff was _ liable 
Estate Duty under Section 2 (1) (d) of the 
Finance Act, 1894, and to Succession Dut 
under Section 2 of the Succession Duty Act, 
1853. For Estate Duty it was contended that 
the pension had been “ purchased 
provided by the deceased ” and was liable 
“to the extent of the beneficial interes! 
arising on the death of the deceased” ™ 
that but for the fact of his being an employee 
the deceased’s widow would have got ® 
pension. As against this argument it wa 
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it was 


pointed out that the pension was not 
“property” at all but a mere hope of 
getting something and, in any case, had 
not been provided by the deceased, who 
had served the company for many years 
before the pension scheme existed. A third 
contention was that the pension was not a 
neneficial interest in property because it 
was unenforcible. 

Harman, J., held that the claim to 
Estate Duty failed. The trustees, he said. 
had an absolute discretion cither to give or 
to withhold a pension and were not bound 
to do anything but honestly to consider the 
merits of the case. 
might either alone or in a representation 
tion ask the Court to enforce the trust 
‘hich had been created, this would not 
afect the trustees’ powers to give or 
vithhold at their discretion. He _ held, 
therefore, that the pension was neither 
“property”? nor “a beneficial interest 


Whilst the plaintiff 


arising,’ following, as regards the latter 
term, the judgment of Wynn Parry, J., 
in Jn re Miller’s Agreement (1947, Ch. 615). 
He added that, if necessary, in his judgment 
the interest of the plaintiff was not “ an 
annuity purchased or provided by the 
deceased,”’ there being no evidence that 
because of the scheme the deceased “ ever 
changed his position thereafter or stayed 
longer or did more work or got less pay.” 
He rejected the argument based on the fact 
of employment being the sine gua non. 
As regards Succession Duty, since abolished, 
he said that his finding as to the nature of 
the pension was equally applicable and, 
as a consequence, there was no liability. 


SPECIAL CONTRIBUTION 


Income attributable to a period of years— Income 
from ordinary stock of company in year more than 
a full year’s income— Relief — Two dividends re- 


Tax Cases—Advance Notes 
By H. MAJOR ALLEN 


APPEAL (Somervell, Denning, 


L. J.J.) 


Robertson. October 13, 


LOURT OF 
and Romer, 
Newsom v. 


952. 


The facts in this case and the decision of 


lanckwerts, J., were reported in Account- 
vey for October 1952 at page 343. 
[The Court of Appeal dismissed the tax- 
payer’s appeal. 
CHANCERY Division (Harman, J.) 
Worth v. C.I.R.; C.1.R. v. Worth ; 
C.LR. v. Hay. October 9, 1952. 


Facts —W., a 
longing to his wife, paying rent to her 
herefor under an oral agreement. In part- 
ership with his son he also farmed other 
and belonging to himself, for which the 
artnership paid him a rent. He contended 

that under section 48 of the Finance 
\ct, 1948, the Schedule A assessment upon 
he land owned by his wife was deemed to 
om part of his income and that it was 


farmer, occupied land 


ccordingly excluded from the definition of 
investment income ”’ for the purposes of 


\pecial Contribution under section 49(2) 
); and (b) that the rent received by him 
fom the partnership was similarly exempt. 
8 income arising to him, a person carrying 
a trade, from property occupied and 
sed for the purposes of that trade. 

Decision —Held, that, while the income 
‘om the land owned by his wife was 


deemed to be his income for the purposes 
of Special Contribution, it could not be 
said to “arise to him.” The exemption 
conferred by section 49(2)(b) was accord- 
ingly not applicable. 

As regards the land occupied by the 
partnership the person who paid the rent 
was not identical with the 
received it, and the income arising from the 
rent did not arise to the same persons as 


person who 


those who carried on the trade. The condi- 
tions necessary for the exemption did not 
accordingly exist. 


Hawkins v. Leahy. October 16 and 17, 
1952. 

Facis.—A medical practitioner, who had 
entered the National Health Service, exer- 
cised the statutory option given to him as a 
result of which he was excluded from the 
superannuation scheme but the Minister 
of Health made payments to him, equal to 
8 per cent. of his remuneration, as a con- 
tribution towards the maintenance of a 
policy of life assurance which he held. He 
was assessed on the footing that the pay- 
ments of 8 per cent. were (a) profits of his 
assessable under Case II of 
Schedule D or (4) in the alternative, annual 
payments assessable under Case III of 
Schedule D. 

Decision—Held, that (i) the payments 
did not represent profits or gains of the 


profession 


ceived in 1947-48 covering more than one year 
Method of giving relief—Finance Act, 1927, 
Sections 34, 396, 39— Finance Act, 1948, Section 61. 

C.1.R. v. Fenwick (C.A., July 25, 1952, 
T.R. 349) was noted in our issue of July 
last at page 241. On the facts, the Special 
Commissioners had held that there was no 
case for their consideration; but Danck- 
werts, J., had found that they were wrong in 
this and had remitted it for reconsideration 
as to whether some reduction should not be 
made. Having done so, they again held that 
no relief was due ; but, on the case coming 
before Donovan, J., he reversed their de- 
cision and showed how in his opinion the 
relief to which he found the respondent 
entitled should be calculated. In the Court 
of Appeal it was held unanimously that it 
could not be said that what the Special 
Commissioners had done was wrong in law 
or was unreasonable. The Court, therefore, 
restored their decision. 


taxpayer's profession, but that (ii) they 
were annual payments 
Case III, being payable by 
contract. 


assessable under 


virtue of a 


Bridges v. Watterson. November 6, 1952. 

Facts. 
pension scheme, W. was bound to contri- 
bute 3 per cent. of his salary towards a 
retirement pension. 
cease when he reached the age of 65 and 
the payment of pension was to start at that 


Under the rules of his employer’s 


Contributions were to 


date. The amount of the pension was based 
upon the period of his service and the rate 
of wage paid during the last ten years 
thereof, and it was provided that if he died 
before he had received an aggregate pension 
equal to the contributions paid by him, 
his personal representatives were to be 
entitled to a lump sum equal to that 
difference. 

W. retired in March 1948, having during 
his service paid contributions amounting to 
£219. During the next year he received, 
by way of pension, the sum of £167. He 
contended that an assessment thereon, 
made under Case V of Schedule D (the 
paying being the Canadian 
Pacific Railway Company) should be dis- 
because the sum in 


company 
charged, question 
represented a partial repayment of his con- 
tributions to the pension fund, and that 
until the aggregate of the sums paid to him 
by way of pension exceeded the aggregate 
of the contributions no income tax was 
payable. 

Decision.—Held, following Sothern Smith 
v. Clancy (24 T.C.1) and distinguishing 
Perrin v. Dickson (14 T.C. 608), that the 
assessment was correct. 
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The Student’s Tax Columns 


PROFITS TAX—II* 


LOANS TO MEMBERS OF A DIRECTOR-CONTROLLED COMPANY 


1951 to December 31, 1951. 


A LOAN TO A PROPRIETOR OF A DIRECTOR-CONTROLLED C.A.P. January 1, 


. . . . , Ienhte fnr P’ 
company is a gross relevant distribution (G.R.D.), and ong for P.T. £8,400 
, : ear F.LI. £1,200 
to the extent that it enters into the net relevant distribution x 
(N.R.D.) it increases the profits tax payable. When such a 8.400  £12,000— £9,600 
, -. rena: relief ic cive . aC ax Nai Abatement : : 420 
loan is repaid, relief is given to counteract the tax paid 9,600 ; t 
when the loan was made. ' 
; ; : £7,980 at 50% £3,990 
Changes in the rates of profits tax and, as from January G.R.D.: Dividends ... £4,000 
1, 1952, the stopping of the deduction of profits tax for Directors’ Remu- 1,200 
income tax purposes, have given rise to certain somewhat acta £ - 
. . . . , 9.200 
obscure legislation, through which an attempt will be made 7 
in this article to penetrate! =.980 
? />. 
N.R.D. ra £,5:200 = £/4.322 
a 9,600 : 
This can best be done by examples. Ben 
Deduct re loan repaid 
Chargeable Accounting Period (C.A.P.) January 1, 1950 to see below wie 400 
3,92 
December 31, 1950. 3-920 
Profits for P.T. eae ad ra £12,000 at 30°, £3.600 \.D.R. ... * ~~ a £4,058 
Franked Investment Income £3,000 at 40% £1,623 4 0 
Fee a nai 
ai : P.8. 2,366 16 
G.R.D. : Dividends £4,000 £2,3 
Disallowed Direc- lhe loan repaid is £1,000. ‘This has suffered P.T. of £160. But 


N.D.R. is now 40 per cent., so we must find what sum charged at 
, 40 per cent. would amount to £160, i.e., £400. This sum is 
tion (all directors : : z od abe aa 
deducted from the N.R.D.,. thus effectively giving £160 relief. 
being members) 2,400 (he same result in this case would have been achieved as 


tors’ Remunera- 


Loans to members follows : 


\ £1,000 £7:980 at 50 % £3.990 0 0 
=” N.R.D. 4.322 


B 2.000 


£3.000 N.D.R. 3,658 at 40% = 1,463 4 0 


£2,526 16 0 


3 12,000 
N.R.D. -—— £,9,4.00 75320 Less P.V. re loan 160 o 0 
15,000 : in 
Non-distribution relief (N.D.R.) ... ...£4.480 at 20°, 8g6 £2,366 16 0 


This is not the method laid down in the Acts, however, because 
ght # £2,704 it might result in the tax borne for the C.A.P. being less than tax 
at the non-distributed rate, in this case 10 per cent., on the 
profits of the C.A.P. 


For instance, had the figures been different and the additional 


Had there been no loans, the N.R.D. would have been 


12.000 = - _ ° . - 
—— x £6,400 = £5,120, and the N.D.R. £6,880 at 20 per tax on A’s loan been £2,000, to deduct £2,000 would have reduced 
15,000 — _ i PT fas the P.T. to less than 10 per cent. on £7.980, whereas by the 
. i oO” . . , > 9 or Z + 7 os . ’ 
cent.= £1,376, reducing the P.T. to £2,224, a reduction of official method, the result would be : 
£480. Looked at another way, the loans have in effect been £7,980 at 50% = £3.990 9 0 
12,000 , : N.R.D. 4,322 

charged on —— £3,000 ,2.400, at 20 per cent. 480, - 

8 15,000 £3 £2.400, I £4 Deduct 5,000 


made up of A £160 and B £320. 
The £1,000 loan to A was repaid in the C.A.P. January 1, 
1951 to December 31, 1951, and the £2,000 loan to B in the N.D.R. £7.980 at 40° £3,192 0 © 
a VoSeDhs /: al « 0 3192 


C.A.P. January 1, 1952 to December 31, 1952. aa 


nil 


P.T. (being £7,980 at 10°,) - £798 0 0 


* The first article appeared in our November issue, page 375. 
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Relief ha 
(1.728 10s. od., leaving £271 4s. 


in future. 


(Continuing the original example : 


2,000. 
k 


Profits for P.T. £4,500 


par £1,500 
3900 £12,000 — £6,000 
\baternent —— ns TT) 
000 5 


therefore been given on £4,322 at 
od. to carry forward for relief 


CAP. January 1, 1952 to December 31, 1952. 


£3.600 (carried forward 


$O per cent, 


’s loan repaid 
3,000 


N.R.D. 
6 


b 


Deduct re loan 
repaid (see below 


N.D.R. 


4 


Since 


1952 is to be halved. 
£160, which is 20 per cent. on £800. 


is at 20 per cent.) 


Publications 


PROFIT MEASUREMENT AND PRICE CHANGES. 
By K. Lacey. (Sir Isaac Pitman and Sons, Ltd. 
Price £1 net.) 

Many will recall the widespread interest 
which was excited about ten years ago by 
Mr. Lacey’s comments on existing methods 
of stock valuation. He pointed out that the 
good results during a boom and the bad 
results during a slump were both exagger- 
ated: during the upward price movement 
the increase in the valuation of the stock 
was credited in prosperous years and during 
the downward movement the reduction was 
lebited in lean years. 

In this book, the author has developed 
his consideration of the whole question of 
the effect of price changes on profit measure- 
ment and recommends that accounts should 
show a profit balance after correction for 
price changes in respect both of stocks and 
of fixed assets. 

In place of LIFO, which involves the 
onsideration of each individual item of 
stock, the suggestion is that the stock should 
be considered as a whole. The system 
would be begun by transferring a sum 
equal to “say 20-25 per cent. of present 
stock values’ from general reserves to a 
stock replacement reserve, which would be 
regarded as notionally representing the 
windfall profits which have already occurred 
on stocks retained in the business. There- 
after, the closing stock each year would be 
at the prices operating at both the 
beginning and end of the year, any appre- 


valued 


stock being added to the stock reserve and 
any depreciation in value being transferred 
from the reserve to the credit of the trading 
account. Questions will crowd into the 


ciation in value (as opposed to volume) of 


mind of the reader, but he must be referred 
to the text for the author’s treatment of the 
difficulties, and also of suggested alternative 
methods employing index numbers. The 
author joins with many outside the profes- 
sion in thinking that “‘ the consideration 
of alternative methods may be helpful in 
clarifying our thoughts on the principles 
involved. But if we wait until a perfect 
instrument has been produced, we shall 
wait for ever and, meanwhile, present 
methods tend to perpetuate inflation and 
later on may lead to unnecessary deflation 
and unemployment. It better, 
therefore, to start on one basis or the other, 
however crude, and bring in refinements as 


seems 


time goes on.” 

The use of a price index is advocated for 
the revaluation of the yearly depreciation 
charge calculated on the straight line 
method and it is suggested that three bases 
are possible: 

1. Ageneral * value of the pound ”’ index. 

2. Official indices (which would have to 
be provided) of building costs and 
plant costs respectively. 

3. Indices computed by reference to 
buildings and plant of the particular 
industry. 

The author insists that the adjustments 
for price changes in respect of both stocks 
and depreciation of fixed assets should be 
made in the profit and loss account but 
concedes that they might appear in a 
separate section of that account. 

There is included a reprint of an article 
in the Economic Journal commenting on the 
objections of the Tucker Committee to 
techniques such as those which Mr. Lacey 
advocates. 


G.R.D. Dividends 
Directors’ Remuneration 


£4,200 £2,520 


is no longer a deduction for income tax, it ts 


provided that P.T. paid for a C.A.P. ended before January |, 


= £810 


Brought forward. {3.600 at 224 °, 
£4,000 


200 


£4,200 


800 1,720 


£1,880 at 20°,, = 376 


ie 


£434 


P.T. paid on loan £320. Half thereof is 
The N.D.R. for 


1Q52 


Commentary on the author’s views 
within the space of a short review could not 
be other than perfunctory and unfair. The 
book can be recommended as a valuable 
contribution to the current controversy. 


> as S 


COSTS IN ALTERNATIVE LOCATIONS: THI 
CLOTHING INDUSTRY. By D. C. Hague and 
P. K. Newman (Cambridge University Press, 
for the National Institute of Economic and Social 
Research. Price res. 6d. net.) 

The authors have endeavoured to com- 
pare the costs of a branch factory in a devel- 
opment area (notably South Wales) with 
those, not of the corresponding main factory 
in London, but of a hypothetical alternative 
For this reason alone the 


London branch. 
comparisons made must be approximations 
and the authors admit that their calcula- 
tions are subject to wide margins of error. 
It is surprising to learn that 84 per cent. of 
the firms which were willing to give infor- 
mation were unable to supply figures from 
which meaningful comparisons could be 
made. The absence of adequate informa- 
tion in regard to product costs must be a 
any investigation of 


serious hindrance to 
this nature. 

The authors considered five broad cate- 
gories of cost and attempted to assess the 
increase or decrease in each category by 
reason of the establishment of the branch 
factory in a development area rather than 
in London, expressing their findings in 
terms of a percentage of turnover. It is 
interesting to note that of four firms for 
which detailed figures were examined the 
estimated variation ranges from an advan- 
tage in the development area of 0-6 per cent 
to a disadvantage of 3 per cent. These 
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percentage variations seem small, but it 
should be noted that it has been assumed 
there is no variation in the costs of material. 
[he general conclusions in regard to the 
next most important item, labour, is that 
there is no substantial difference in effective 
allowing for the efficiency factor) as 
between London and the development area. 
he major factors contributing to the cost 
differential are 
expected—rent, 
administration. 
The work is, in effect, an interim progress 
report. It contains an interesting summary 
of the economic characteristics of the indus- 
try, fully supported by statistical tables; the 
method of comparison of costs and the diffi- 
culties encountered are well set out; and the 
conclusions, tentative though they may be, 
are clearly stated. The work represents a 
valuable contribution to research on the 
subject. D. R. B. &. 


cost 


as might be 
transport and 


therefore 
rates, 


KERR ON THE LAW AND PRACTICE AS TO 
RECEIVERS. ‘lwelfth edition by Raymond 
Walton, M.A., B.c.L., and A. Wilfred Sarson, 
A.C.A. Maxwell Ltd., London. 
Price £2 15s. od. net.) 

rhis new edition of a book first published 
in 1869 has departed from precedent. Here- 
tofore it has been edited by a lawyer alone, 
but now to its barrister editor has been 
joined a Chartered Accountant. Its late 
editor, Mr. F. C. Watmough, produced six 
editions between 1912 and his death in 
1946. 

The preface to the present edition ex- 
plains that “‘ opportunity has been taken in 
the preparation of this edition of associating 
someone with practical, though non-legal, 
experience of the day-to-day problems 
which confront receivers.”” It concludes by 
saying that ‘* Whilst both editors have fully 
the labours of preparation, the 
final responsibility for the form of the text 
rests with the first editor alone.”’ The first 
Mr. R. Walton, M.A., B.C.L., 
Barrister-at-Law. 

Ihe concluding paragraph of the preface 
damps the hope raised in the opening one 
that the book may have suffered a revolu- 
tionary change and become a handbook on 
practice for the accountant as well as a high 
authority on the law. 

The work itself has not been subjected to 
any revolutionary change. It remains an 
excellent authority on the law, brought up 
to date by the inclusion of the changes made 
by the Companies Act, 1948, and the term- 
ination of wartime legislation. Of its 378 
pages of text, 325 are occupied with the law 
relating to receivers appointed by the Court. 
Only 52 devoted to receivers 
The majority of 
accountants 


Swee t & 


shared in 


editor is 


pages are 
appointed out of Court. 
receiverships dealt with by 
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arise from debentures secured on_ the 
property of a limited company and the 
appointment is made out of Court. These 
are discussed only in the last chapter of 20 
pages. Of course, much of the law applic- 
able to Court receiverships applies also for 
receivers appointed under hand, and no 
doubt it is for this reason that so little space 
is given to appointments out of Court. 

The book continues to be designed to give 
a minimum of authors’ comment and a 
maximum of case law. It is perhaps un- 
avoidable that almost every sentence is 
supported by a reference to a law report, 
but this gives the reader the impression of 
examining a skeleton the dry bones of which 
are joined together. One is driven to look at 


the law reports to obtain a picture of the 


body. 

It is surprising that the new liability 
imposed by the Companies Act, 1948, on 
receivers appointed out of Court is not dis- 


cussed in greater detail. Mention is of 
course made that such a receiver is as from 


July 1, 1948, personally liable on contracts 


to the same extent as if he had been ap- 
pointed by order of the Court. Mention 
might have been made of the problem that, 
whilst a receiver appointed by the Court is 
protected by the terms of his discharge, no 
such protection is afforded to the receiver 
appointed out of Court. Notice of ceasing 
to act filed by the latter does not always free 
him from continuing liability. 

The value of the book is increased by the 
addition for the first time of an appendix 
which contains relevant provisions from the 
Law of Property Act, 1925, the Companies 
Act, 1948, Rules of the Supreme Court and 
the Company (Forms) Order, 1949. 

On the whole the book remains, what it 
always has been and what it was no doubt 
intended to be, a valuable work of initial 
reference on points of receivership law. It 
is not a guide on day-to-day practice but 
it is still one which should be in every 
practising accountant’s bookcase. _D. M. 


By C. R. 
(Sweet and 
Price 12s. 6d. net.) 


extremely difficult 
subject for part-time students of the 
professional examinations. The difficulty 
lies not so much in the individual questions, 
but rather in the scope of the papers. 
Questions on economic theory ranging from 
Adam Smith to Keynes are set alongside 
those requiring the student to elucidate 
particular aspects of the dollar problem, 
industrial monopoly and current fiscal 
policy. It is hardly surprising that the 
** Compleat Economist ” has not yet been 
written. 

Dr. Curtis is the 


ECONOMICS FOR THE STUDENT. 
Curtis, PH.D., M.SC.(ECON.). 
Maxwell Ltd., London. 


Economics is an 


latest recruit to the 


Ss «A 


ranks of those authors who have struggled 
with this problem. The professional studen; 
will appreciate the compression of : 
analysis theory into some 70 pag 
series of basic propositions whic! 
commit to memory. The author 
nearly 200 pages to what may be described 
as “‘ contemporary problems ”’: a listribu. 
tion of matter which will again please the 
student. But there is no apparent link with 
the theory of the early chapters and the 
applied studies. Furthermore, the treatmen 
of these contemporary problems is unsatis. 
factory, since frequently only a part of the 
case is presented. Indeed in the discussion 
on food subsidies the most important 
arguments are omitted altogether. 
Unfortunately there is no likelihood that 
the student will acquire from this book what 
has been termed the “* economist’s technique 
of thinking,’ which is, after all, the main 
purpose of the study of economics. The 
value of Dr. Curtis’s writing is not enhanced 
by frequent sweeping comments | which 
bear strongly the impress of his personal 
views. The result of this attempt to break 
away from the orthodox textbook style— 
in itself a praiseworthy undertaking—i: 
unhappily rather disappointing. A. R.1, 


1arginal 
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INCOME TAX AND PROFITS LEVY IN A NUTSHELL, 
By the “ B.C.A.”’ Tutors. (Textbooks, Lid, 
London. Price 15s. net.) 

As its title implies, this publication is a 
textbook rather than a treatise. It is admir- 
ably designed for its purpose. The subject 
is dealt with under twenty sections and 
numerous sub-sections. Among the subjects 
very helpfully treated in separate sections 
are: losses; capital allowances; husband 
and wife; time limits for claiming repay- 
ment; relief in respect of error or mistake; 
and double taxation relief, together with 
Profits Tax and Excess Profits Levy. 

The section on Excess Profits Levy is one 
of the earliest surveys of the subject to 
appear in print and, although within the 
space allowed it naturally does not purport 
to represent an exhaustively detailed study, 
students will find it a useful outline of the 
principal statutory provisions. 

A notable feature is the use of bold type 
for the sub-section headings, combined wit! 
much use of capitals ‘and italics within each 
sub-section. The list of contents and th 
index provide ready reference, blank page 
for notes are provided at the end of each 
section and the text is accompanied by over 
sixty examples. 

This concisely written introduction to the 
complex subject of taxation provides a mos 
useful guide for lecturers and a well- 
designed source of information and cot 
mentary for students. R. A. F. 
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FINANCE 


The Month 


A Modest Funding 


(ue MONTH OF NOVEMBER OPENED WITH A 
ather surprisingly favourable statement on 
of the gold and dollar reserves and 
new loan 


he state 
vith the announcement of a 
vhich constitutes a very modest funding 
eration. ‘There had been talk for some 
ime of the need for an operation to deal 
with the £60,000,000 of Transport yearling 
bonds issued to the National Debt Commis- 
joners and it was thought that these might 
e converted into a long-dated stock. This 
vas what was done, and an equal amount 
vas also offered to the public for subscrip- 
ion at terms very close to those ruling in 
The fact that the Treasury 
ppeared to expect this considerable 
mount to be taken up at the rates then 
ling was taken as a bull point; gilt-edged 
iocks recovered to the highest level since 
id-September and there were modest 
mprovements in most sections. ‘The result 
f the loan was that large applicants 
received only 78 per cent. of their applica- 
ions and, although it was everywhere 
ssumed that the Departments had taken a 
onsiderable slice of the half which was 
fered to the public, this result was again 
hought to denote a belief in underlying 
wrength. On the eve of the opening of the 
ists there had been a burst of confidence 
nthe market and some “ stagging ”’ of the 
sue seems to have been undertaken, as 
aresult of which the quotation opened at a 
lscount. However, by the middle of the 
month, despite a reverse in prices which 
had not been entirely made good, the issue 
had gone to a small premium and is likely 


he market. 


ipplications must have been from those 
who wish to hold the stock, while the Treas- 
ry, who are intent upon keeping down the 
ost of Government borrowing, are unlikely 
0 throw stock on the market. For the rest. 
the course of prices has been influenced by 
1 Spate of speeches from Mr. Butler—-which 
lave, necessarily, failed to reveal his policy 
vith regard to next April’s budget—and by 
‘number of overseas influences, of which 
not the least was the election of a Repub- 
ican President of the United States and 
the reaction of Wall Street to that develop- 
ment. On the whole, it is rather surprising 
that the changes have not been greater. As 


teflecte:! in the indices of the Financial Times, 
ey show the following movements be- 
‘ween October 24 and November 26: 


to be held there, since the large bulk of 


in the City 


Government securities from 94°58 to 95°19, 
industrial ordinary from 115-0 to 115-9, gold 
mines from 89-66 to 88-86. The last named 
has occurred in the face of the impending 
departure from the U.S. Treasury of Mr. 
Snyder, for no one could be more strongly 
opposed than he is to any rise in the price 
of gold. South Africa still continues to build 
hopes on a higher price, but they would 
probably prove extravagant even were a 
rise to occur. 


Local Authority Borrowing 


An event which has interested financial 
circles greatly is the omission from the 


Expiring Laws Continuance Act of any 


mention of the obligation upon local 
authorities to borrow through the Public 
Works Loan Board. In _ explaining the 


change—the general implications of which 
we also discuss in a Professional Note on 
page 388—the Government spokesman 
made it clear that no drastic alteration of 
the war and postwar practice was under 
consideration. None the less, it appears that 
the central authorities intend to discuss with 
local authorities the question of raising 
money through the ordinary machinery of 
the market. Such borrowing is likely to be 
restricted to the largest authorities in the 
first instance, and there is no intention to 
force stock on the market in quantities 
which would depress prices. Still, this is a 
start in requiring some at least of the local 
authorities to face the fact that their capital 
outlays must be financed out of savings. 
Incidentally it will bring some business to 
the market. At present it makes nothing 
out of Treasury borrowing on bills which 
are by no means always converted into 
securities dealt in on the Stock Exchange. 


Cheaper Treasury Bills 
The process of forcing up the bid of the 
market at the weekly offer of Treasury Bills, 
mentioned in these notes last month, has 
continued. By the middle of November the 
average rate paid was at just under 47s. 8d., 
the lowest since May 23 in comparison with 
over 49s. 8$d. in mid-September. It is 
evident that the control of issues of gilt- 


edged quality is being carefully operated, 
with the objective of keeping rates and the 
cost to the Exchequer as low as is possible. 
In the last analysis, this policy can only 
succeed by restricting investment to the 
with the result that both 
None the 


volume of saving 
are, at present, disastrously low. 
less, certain borrowing cannot be avoided 
and when, next considerable 
increase in factory building is permitted 
demands are likely to be heavier. It is also 
now evident that the Gas Council has joined 
Recently 
the Exchequer has enjoyed some really 
substantial weekly of revenue 
over expenditure and, with the turn of the 
year, this process will gain in force so that 
the short-term outlook appears bright. But 
it is clear from the numerous speeches 
which the Chancellor of the Exchequer has 
delivered in recent weeks that he finds the 
problem of next April’s budget a difficult 
one. With both exports and production 
falling at the moment, and an apparent 
determination to avoid drastic action, it is 
not clear what the future may hold and 
to react to the 


year, a 


the queue for additional capital. 


surpluses 


the market has been slow 
improvement in the short-term position. 


Uncertain Outlook for Motors 


One of the events of the month has been 
the discussion on the outlook for the motor 
industry. There has been a distinct fall in 
exports of vehicles and the authorities have 
made some concession on steel supplies for 
the home market. This was met by a 
further sharp fall in the prices of old cars 
and by the removal of names from the 
waiting list for new. It is commonly said 
that, if the Cabinet are faced with the 
choice between large scale, if temporary, 
unemployment in the industry and a sharp 
cut in purchase tax the latter will be cut. 
If this view is held by many, the immediate 
demand for new cars will be slight. Mean- 
while, a number of results for the past year 
have been announced. The new Morris- 
Austin merger reports, for four months, 
figures which look rather better than the 


estimate, while Rootes and Rover have 
maintained their distribution, the latter 
being considered a disappointment. Only 


Joseph Lucas and B.S.A., neither of whose 
fortunes depends exclusively on the motor 
industry, have paid more. It seems that a 
peak in output and earnings has been 
reached. Many people are asking whether, 
in the national interest, there should be 
some change in the nature of the output 
of some at least of these concerns, so that 
they could better face the growing com- 
petition from both larger American cars 
and smaller Continental ones. 
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Points from Published Accounts 


Wall Paper Manufacturers 
MANY HAVE SUFFERED OR ARE 


suffering heavy stock losses, but not all 


COMPANIES 


of them are showing the precise amount. 
rhe information is of some value, however. 
It enables the shareholder to make a 
comparison of what may be termed the 


‘normal ”’ trading profits, and to size up 


for himself what the position might be if 
there were no further fall in the value of 


stocks. Admittedly, in some industries 
business is still extremely flat and _ profit 
margins have had to be cut. The share- 
may bow at 

But there is nothing anti-social 
this, and if the. company 
supplies him with his arrows it is to be 
commended. Jall Paper Manufacturers has 
recently £1,883,000 fall in 
trading but the phrase “ stock 
** is not used in the report. A possible 
snag for shareholders of an investigating 
frame of mind is that 1950-51 profits might 


holder thus be drawing a 
venture. 


in his doing 


reported a 
profits, 


losse Ss 


well have included stock appreciation. 
Incidentally, Wall Paper Manufacturers 
has overseas companies. A footnote to the 
accounts states that these would be liable 
to U.K. tax if they were remitted to this 
country, and it would be of value to share- 
the additional tax 
This remark is also 
germane to mManv other companies. 


holders to know what 


liability would be. 


Simplicity 

Delightfully simple 
keynote of the accounts of Peter Brotherhood. 
The task by a 
consistently satisfactory profits showing, but 


resentation is the 
| 


company is aided in its 
it sticks to the historic method of presenta- 
tion. The transfer to fixed assets replace- 
ment reserve is made after striking the net 
profit of the year, and so is the crediting 
of a tax provision no longer required. The 
shareholder is thus able to see the cover for 


his dividend ** ex ”’ these debits and credits. 


What Are Trading Profits ? 
Che Hovis is evidently of the 


opinion that the trading profit is the 
balance subject to depreciation, but after 


board of 


deducting directors’ remuneration. It 
makes a parenthetic deduction of deprecia- 
tion, and shows directors’ remuneration as a 


footnote to the accounts, without a 
comparative figure. 


Why 


apparently in 


trouble, 
true 


companies go to. this 
order to mask the 


advance in trading profits, is mystifying. 


f12 


If anyone wants to attack a company and 


unfairly use the prime trading profits 
figures he will arrive at the balance from 
trading deductions a 


company may choose to show by way of 


account whatever 


footnote. 


Advance Payments 


It is still possible for company accounts to 
tell an incomplete story. In the balance 
of John I. Thornycroft, for instance, stock 
and work on hand is shown after deducting 
instalments on account of work-in-progress. 
This item is greater by 50 per cent. and the 
natural inference of the shareholder is that 
the volume of work on hand is considerably 
greater, subject to raw materials not having 
risen in value. But without knowing the 
amount of advance payments this growth 
is capable of several interpretations. Some 
companies advance payments 
separately and it would seem to be prefer- 
able for this to be adopted as general 


show 


practice. 


A Ten-Year Record Comparison 

A useful addition to the and 
accounts of Thos. W. Ward, which are very 
clearly presented, are the inclusion of a 
10-year record of the changes in the parent 


report 


company’s fixed assets, capital employed, 
issued capital, turnover and other statistical 
data. There is also a similar 5-year tabula- 
tion for the group as a whole. This will 
undoubtedly be stock- 
holders, even though it shows the increased 
that taxation 
company earnings. Critics will probably 
point out that the company has established 
a dangerous precedent and that the table 
would look very sick if there were to be a 
lean period of years. Surely this is to under- 
rate the intelligence of investors? 


appreciated by 


ravages has made on 


Disclosing Contingent Tax Liabilities 
The plea was made last month by “* Lex ” 
of the Financial Times that companies should 
disclose their total contingent tax liability 
as a matter of course. He was discussing 
the statement by the chairman of Foister, 
Clay and Ward that the company proposed to 
change the way of dealing with its 
contingent liability for profits tax. Up to the 
present the practice has been to put to a 
specific reserve the amount of extra profits 
tax which would have been payable if the 


year’s ploughed-back _ profits 1 ten 
distributed. Only a few other 
follow this advanced practice. 


Act 


state 


Mpanies 


Finance 
companies can 
liability exactly, and whether « 
show it as a separate reserve is i: 
But if the liability is shown as 
shareholders can have no delusi 


year’s was blished 


their ntingey 
rot the 
lateria 
ootnor 
hat th 
reserves are 100 per cent. their own property 


Sur-Tax on Nationalisation 
Moneys 

Barrow Haematite Steel has recently roposed 
a big pay-out of the compensation mone 
following the nationalisatio, 
of its ironworks subsidiary. Part of th 
payment takes the form of a tax-fre 
distribution 
some shareholders are dissatisfied becaus 
this part of the cash pay-out is subject to 
sur-tax on the grossed-up amount, It 
certainly seems unsatisfactory that what is 
essentially a capital transaction should com 
within the purview of the tax collector. 
but there 
overcoming the difficulty. 


it received 


from revenue reserves, and 


presumably was no way of 


By the Left, Number! 

Fairey Aviation prefers the “ about face” 
On the left-hand side of th 
tabulated fixed 
current assets less current liabilities, and thet 
there are deducted the provision for deferred 
outstanding Note 
minority interests, the residue representing 
applicable to the company’s 
shareholders. On the opposite side of th 
account are tabulated share capital, capita! 


balance sheet. 


account are assets, and 


repairs, an issue and 


net assets 
reserves and revenue reserves. The picture 


one, and_ shareholders can 
position without any 


is a clear 
appreciate the 


difficulty. 


Joint Universities Scheme— 
Admission to the London School of 
Economics 
Persons who wish to enrol at the London 
School of Economics for the B.Sc.(Econ 
degree (specialising in accounting, law an 
economics) are of the 
make application early. The date at whic! 
applications should be received is normall} 


reminded need 1 


—that is, applications for sessio! 


January | 
shoul 


1952-53 (beginning October, 1953 
be made by January 1, 1953. Particulars ‘ 


the requirements for entry to the degree 


course may be obtained from the Registra! 
: } 


of the School (Houghton Street, Aldwyct, 


London, W.C.2). 
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Readers’ 


Points and Queries 


Covenant in Favour of Trustees 


Reade 
vell-kn¢ 
n favour of trustees. The deed provides for 


In accordance with the 
n practice a taxpayer covenants 


Query. 


‘he income to be distributed to a certain 
ass of individuals, the covenantor having 
ower to direct the trustee to make pay- 


nents to particular individuals within that 


lass if he so desires. In default of such 
lirections the trustee is to exercise his own 
liscretion. 


[he trustee makes his payments out of 
raved income and the practice is for him to 
sue a form R.185 to the beneficiary, who 
hen brings the gross amount into his re- 
avment claim or return of income as the 
ase may be. It should be noted that the 
ayments may. vary widely from year to 
vear and it is possible for any one individual 
y receive only one such payment from the 
rustee. A similar practice is followed in 
he case of deeds providing for payments to 
harities (unless, of course, the terms of the 
feed are such that the trustee is himself 
entitled to make a repayment claim on 
he grounds of charity exemption). 

This practice is, believe, widely 
ollowed and is certainly well known to the 
Inland Revenue. We have been trying to 
mderstand the statutory basis of the 
arrangement. Under what provisions can 
he trustee be said to have authority to 
leduct tax when making payments? Section 
bq of the Income Tax Act, 1952, authorises 
the deduction of tax from “any yearly 
nterest of money, annuity or other annual 
payment,” but how can it be held that 
payments by the trustee are “ other annual 


we 


payments? ”’ 

Reply.—When payments having the quality of 
ncome ave made by trustees to or for the benefit 
a beneficiary in the exercise of a discretion, the 
become part of the income of the 
reneficiary as soon as the trustees exercise their 
scretion in his favour, (Lindus and Hortin v. 
C.LR.,6 T.C. 525). In that case Finlay J. said: 


I think that where you get the relation of trustee 
and cestui que trust, where you get payments made 
vhich constitute income of the recipient, then it 
matters not whether the payments were made 
because the trustees were directed under their deed 
them, or whether they were made pursuant 

the discretion they exercise: once made to the 
estut que trust they become in the circumstances 
income of the cestui que trust. 


ment 


lo make 


1 34 of the Finance Act, 1933, brought in 
visions for charging sur-tax on the income of a 


(neficiary under a discretionary trust. 
Such discretionary trusts under a deed would be 
valid for sur-tax purposes under Section 415, In- 
ne Lax Act, 1952, if made after April 10, 1946. 


e in discretionary trusts is only receiving 


income in a_ representative capacity and not 
beneficially and the issue by him of a form R.185 is 
a convenience probably rather than a_ statutory 
requirement, 


Balancing Allowances 
Reader’s Query.—A client’s financial year 
ends in February and it is a continuing 
business. For years no capital 
allowances have been claimed on plant and 
machinery as the profits were just sufficient 


several 


to cover personal and other allowances. 

In the year ended February, 1952, a piece 
of plant was sold for £30 and the notional 
written down value at April 5, 1952 was £53. 
The transaction was an arm’s length transac- 
tion. A balancing allowance of £23 was 
claimed for the year 1952-53, but this has 
been refused by the Inspector of Taxes on the 
grounds that Section 292, Income Tax Act, 
1952, specifically provides that no allowance 
should be given. 

Although his contention appears to be 
correct on the face of it, 
the Acts in giving balancing allowances and 
making balancing charges where necessary 
appears to be to the contrary. 

Reply.— By Section 292 (1) it is a condition 
precedent to the balancing allowance that an 
initial allowance or an annual allowance shall 
have been made for ** any year of assessment”? in 
respect of the plant in question. 

If at any time an allowance has been made, 
the balancing allowance can be claimed. Here it 
seems none has been made. 


Income Tax Repayment Claim 

Reader’s Query.—Mrs. B. died in 1940. 
After various bequests she left the residue 
of her real and personal estate in trust for 
her grandchildren living at the date of her 
death who should attain the age of 21 years, 
or being female marry under that age, and 
if more than one in equal shares. 

The executors under the will are also 
trustees. 

Five grandchildren attained a_ vested 
interest in the residue. Some became 
21 years of age some years ago, but the 
trustees have only recently distributed the 
capital and accumulated income. 

We have been asked to advise on repay- 
ment claims on behalf of the grandchildren. 
The following questions arise: 

(1) Mrs. B enjoyed income under various 
settlements not connected with the residue 
of her own estate. After her death dividends 
totalling £917 gross were received. These 
were apportioned as £337 capital (grand- 
children trust) and £580 income. Can the 


the intention of 


capital portion be included in Form R 59 
as trust income ? The Inspector says we 
cannot do this. We believe he is right, but 
the position appears to be most inequitable. 

(2) Further dividends from Mrs. B's 
own investments, amounting to £38 gross, 
were after her death. Of this 
amount the capital portion (£16) forms 
part of the residue, and the income portion 
‘£22) belongs to the income account of 
the grandchildren. The whole of the divi- 
dends in effect belongs to the grandchildren. 
Is it correct to include the whole amount 
in the return of trust income (Form R 59), 
thus ignoring the apportionment between 
capital and income? 


Reply.—(1) In the normal case, on the death of 
a life tenant, the income accrued to the date of 
death has to be paid to the life tenant’s estate and, 
therefore, cannot possibly be income of the person 
taking after the death of the life tenant. Unless 
there is something special in the trust we agree 
with the Inspector of Taxes. 

(2) Where the beneficiary’s interest is absolute, 
so that both capital and income belong to him, 
of dividends is not 


received 


then an apportionment 
necessary and all investment income is normally 
income of the beneficiary. In this case, however, 
there was a contingency and at the date of death 
it could not be certain that any of the children 
would acquire an absolute interest. That being 
so, it seems that the Revenue would be entitled 
to regard the proportion of the dividends accrued 
up to Mrs. B’s death as not being available as 
income of the grandchildren. It is quite likely, 
however, that they would be prepared to stretch a 
point in the circumstances and the Inspector of 
Taxes should be approached with this in view. 


Development Values 

Reader’s Query. 
where the amount of the development value 
to be received has to be credited to profit 
such as builders’ ration 


I have a number of cases 


and loss account 
for estate developers) and this may in some 
cases exceed £20,000. If it is received in 
1953 and has all to be brought into account 
in that year, it may well be that practically 
the whole amount will have to be paid 
away in income tax, profits tax and E.P.L. 
in the case of a company, or income tax and 
sur-tax in the case of an individual. Is there 
any provision in the Income Tax or 
Finance Acts which would allow such a 
receipt to be spread? I have in mind the 
provisions of Section 238 relating to sur- 
tax, 

Reply.—We_ referred this to the 
Revenue, whose reply is as follows: 

A trader whose stock-in-trade is in the form 
of land affected by loss of development value under 
the provisions of the Town and Country Planning 
Act, 1947, had the right to value such land by 
relation to 


Inland 


reference to its market value in 
‘ existing use”? as from July 1, 1948 (the date 
when the Acts came into force). 


Normally the 
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adoption of this course had the effect of creating a 
loss in the accounting period, which in a continu- 
ing business could be carried forward under 
Section 33, Finance Section 
342, Income Tax Act, 1952). 

The Board of Inland Revenue, 
instructed Inspectors of Taxes shortly after the 
Acts came into force that, where the writing off of 
loss of development value 
ceding paragraph), 
sponding compensation subsequent to the approval 
of the 


resulted in a serious disturbance of the flow of the 


Act, 1926 (now 


hou ever, 


as set out in the pre- 
ind crediting of the corre- 


scheme of compensation by Parliament. 


trader’s profits as computed for tax purposes, such 
a trader should be offe ed the option of an alter- 


native basis. This option, which had to be exer- 


cised immediately, was to the effect that the 
trader should continue to value his land at cost 
(or market value if lower, adopted prior to July 1, 
1948) until the accounting period in which com- 
pensation under the Statutory scheme becomes pay- 
able and concurrently therewith write down the 
value of his land to ** existing use 

It is necessary to make 
in respect of “© dead rihe 


* value. 
a reservation, however, 


land ** ay defined in 


Letters to the 


Section 80 (in Scotland, Section 77) of the Town 
and Country Planning Acts. In this category the 
basis of valuation has to be considered in relation 
to the facts of individual cases. 

The above arrangements apply to income tax 
and profits tax. 

In relation to the Excess Profits Levy the 
Board of Inland Revenue have ordered that, 
whatever practice may have been adopted for 
income tax and profits tax purposes, such a trader 
may value his land at cost (or its market value 
prior to July 1, 1948) until compensation for loss 
The compensa- 
credit when it 


of de z elopme nt 2 alu Is receti ed. 
tion will be 
becomes payable ‘ 


treated as a trade 


There are no provisions in the Acts relating 
to income tax, Profits Tax and Excess Profits 
Levy permitting of any spreading of the receipt 


for compensation, nor have the Board of Inland 


Revenue made any concession in this respect. 


Receipts on Cheques 


Reader’s Point.—I do not follow the line 
of argument used in the reply to your 
ACCOUNTANCY. October, 


reader’s query 


Editor 


The Victoria League 
We have pleasure in publishing a letier from 
the Honorary Treasurer of the Victoria League 
(Sir Henry Price), on which we have received the 
following message from the President of the Society 
of Incorporated Accountants. 


I have pleasure in 
Incorporated 


commending to 
\ccountants the Victoria 
League’s Golden Jubilee appeal. 

Che Society’s membership is world-wide. 
We have recently welcomed many profes- 
sional colleagues from the Commonwealth 
at the Sixth 
Accounting. 


International Congress on 


lo extend friendship, hospitality and 
goodwill to our fellow citizens who live in 
other parts of the British Commonwealth 
and Empire is a cause which finds an 
instant response in our hearts. I hope that 
our members’ generosity will help to secure 
a second half-century of the excellent 
service rendered by the Victoria League. 
C. Percy BARROWCLIFF, 
President, The Society of Incorporated 
Accountants and Auditors. 


Sir,—I shall be deeply grateful if you will 
grant space in ACCOUNTANCY in order that I 
may bring to the notice of your readers the 
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work that is being done for the Common- 
wealth and Empire by the Victoria League, 
and also state whv it asks for financial 
assistance, 

The Victoria League has existed now for 
some fifty years for the purpose of main- 
friendly and 
throughout the Common- 


taining relations, goodwill 
understanding 
wealth and Empire—I am sure you will 
agree never more necessary than toclay. 
The methods the League uses are many 
include hospitality to 


Head- 


quarters in London and in private houses, 


and varied. They 


Empire visitors at the League's 


hostels for overseas students, the sending of 


newspapers, books and other literature to 
lonely parts of the Empire and to the troops 
in Korea and Malaya, the 
accommodation for overseas visitors at a 
price they can afford, and introductions for 
emigrants to our branches overseas. 

These and many other activities are all 
designed to develop closer contact between 
the ordinary people of the Commonwealth. 

To celebrate the Golden Jubilee of the 
founding of the Victoria League, a special 
fund has been established (its 
£200,000), by which it is hoped to put the 
finances of the League in better shape, after 
an all-time record demand for its services last year, 


target is 


finding ‘of 


1952), that where a cheque has 
receipt on the back, “* an instrum: 
type, where the order to pay is « 


TM ol 
of this 
litional 
upon the completion of the receipt, 
therefore not strictly a cheque.” 

As I see it, lat th 
order to pay is not made conditional upor 
the completion of the receipt. 
payable to order requires an en 
as a legal requirement: the note on 
informs the 


the main point is 


cheque 
semen 
he back 
merely endorser that thy 
receipt ‘‘ operates also as the endorsement 
of the cheque.” 
to say ** the endorsement operates ; 


It would be equally correc 
iSO as al 
official receipt, provided that a twopenny 
stamp is applied.” 

In actual fact, many firms disregard the 
note, and merely endorse the cheque in the 
usual way, sending their normal form of 
receipt so as not to disrupt their normal 
office routine. 

I maintain, therefore, that such a chequ 
remains an unconditional order in writing. 


[We discuss this point in a Professional Not 
on page 390.] 


and to allow for an expected still greate: 


demand for its services in Coronatior 
year. 

The Golden Jubilee Campaign Com- 
mittee would, therefore, be most grateful if 
any of your readers could see their way, on 
this special occasion, to giving a generous 
donation, either direct or made under deed 
of covenant, to the fund. 

Yours sincerely. 
HENRY PRICE, 
Honorary lTreasurer, Victoria League 
22, Chester Square, London, S.W.1. 


Vor é mibe - 1952. 


ACCOUNTANCY 
SUBSCRIBERS IN INDIA 


All Subscribers in India who do not at 
present subscribe through a bookseller or 
agent are requested to note that, with a view 
to facilitating subscription arrangements, 
we have appointed 
CHARLES LAMBERT & CO., 

POST BOX No. 4087, 
BOMBAY 7, INDIA 


as our representatives in India. Renewals 
of all subscriptions and new orders should, 
in future, be sent to them direct. Similarly. 
all correspondence about subscriptions and 
inquiries about other publications of the 
Society should be addressed to these agents. 
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LAW 


Legal 


Notes 


Executorship Law and Trusts—Meaning of 
‘ Retiring Trustee.”” 

[he case of re Stoneham’s Settlement 
Trusts (1952, 2 A.E.R. 694) was concerned 
ith the construction of Section 36 (1) and 

of the Trustee Act, 1925. The relevant 
vords of Section 36 (1) are: ‘“* Where a 
rustee remains out of the United 
kingdom for more than twelve months... 
he surviving or continuing trustee for the 
me being... may by writing appoint one 
r more other persons . . . to be a trustee 
r trustees in the place of the trustee . . . so 
emaining out of the United Kingdom. . . .”’ 
ly Section 36 (8) “‘ the provisions of this 
‘ection . . . relative to a continuing trustee 
ncude a refusing or retiring trustee, if 
illing to act in the execution of the 
rovisions of this section.” 

C was the sole surviving trustee of a 
itlement and in 1939 he appointed S as an 
ulditional trustee. S remained out of the 
nited Kingdom for more than twelve 
ionths, and in 1950, though S was un- 
illing to retire, C alone appointed P and L 

be trustees in place of S and himself. 
lhe new trustees took out a summons to 
st the validity of their appointment. 
Danckwerts, J. held that that a trustee 
ho remained out of the United Kingdom 
than twelve months could be 
emoved against his will under Section 
0 (1). Further, such a trustee was not a 
‘refusing or retiring trustee’ within the 
aning of Section 36 (8), and therefore 
ould not claim any right to take part in 
i¢ appointment of new trustees. Conse- 
uently the appointment by C alone was 


alid, 


r more 


wolvency—Effect of exortionate demand on 
editor’s remedies. 

The case of Inre a Judgment Sum- 
mons (No. 25, of 1952) (1952, W.N. 471) 


llustrates the degree of caution that must be 


xercised in making demands upon debtors 
vhen bankruptcy proceedings are pending. 
\ judgment debt and costs amounted alto- 
sether to some £449, and a bankruptcy 


otice was served. The matter was then 
promised by the creditor agreeing to 
«cept £100 down and the balance by 
‘eekly instalments of £50. Later the 


teditor’s petitioners demanded a further 
sum of 


2 guineas to cover the costs of the 


bankruptcy notice, and this was paid under 
protest. The debtor defaulted in payment 
of the instalments, and when a bankruptcy 
petition was issued against him he con- 
tended that the demand and payment of the 
12 guineas costs was not justified by the 
bankruptcy notice and 
extortion. The registrar accepted 
contention and dismissed the petition, no 


amounted to 
this 


appeal being made against his order. Now 
it had been decided in re a _ Debtor 
(No. 883 of 1927) (1928, Ch. 199) that in 
such circumstances a second petition in 
bankruptcy cannot be presented, so, when 
the debtor continued in default, the creditor 
tried to resort to another remedy and took 
out a judgment summons. Harman, J. 
held however, that, although he had 
jurisdiction to make a committal order, it 
was a matter of discretion and he ought to 
exercise his discretion on the same principles 
would exercise it in bankruptcy 
proceedings. ‘The vice which debarred a 
petition in bankruptcy barred a 
judgment summons and the summons must 
be dismissed. 


as he 


also 


Miscellaneous—Enforcement of Planning Control. 


Under the Town and Country Planning 
Act, 1947, the local planning authority 
may serve an enforcement notice requiring 
the recipient to discontinue any develop- 
ment that was not authorised under that 
Act or under previous legislation. The 
recipient may within a limited time appeal 
to the courts on the ground either that the 
development has been authorised or did not 
need to be authorised or that the measures 
ordered by the notice were excessive. If 
he fails to appeal or loses his appeal and 
does not comply with the notice, criminal 
proceedings can be taken against him and 
in those proceedings he cannot raise in 
defence any point that was or could have 
been raised on an appeal (Perrins v. 
Perrins (1951, 1 A.E.R. 1075). 

In Burgess v. Jarvis (1952, 1 A.E.R. 952), 
it was held that on the wording of the 
relevant section of the Act an enforcement 
notice must specify both the date when the 
notice itself was to become effective and the 
date by which the unauthorised use was to 
be discontinued. A large number of 
enforcement notices served all the 
country had specified one date only, but 


over 


in most cases no appeal had been made 
against them and it was doubtful therefore 
whether the recipients were entitled to 
dispute their validity. The Divisional Court 
has now decided in Mead v. Plumtree 
1952, 2 A.E.R. 723) that, even if no appeal 
has been made, the recipient may set up 
that a notice is bad because it specifies one 
date only. This decision is of great import- 
ance because enforcement notices can only 
be served within a limited time after un- 
authorised development has started, and in 
particular it is no longer possible to serve 
enforcement notices against development 
which started before July 1, 1948. It may 
be that the law will have to be altered by 
-arliament. 


BOOKS RECEIVED—(Cont. from page goo. 


Third edition by 
The Treatment of 


GREEN'S DEATH DUTIES, 
H. W. Hewitt, Li.n. 
Legacy and Succession Duties revised by 
O. M. W. Swingland, LL.B. With supple- 
ment. (Butterworth @ Co. (Publishers), Ltd. 
Price 75s. net. Supplement alone, 5s.) 
RETURN OF RATES and Rates Levied per 
Head of Population (England and Wales), 
1952-53. ( The Institute of Municipal Treasurers 
and Accountants, 1, Buckingham Place, London, 
S.W.1. Price 6s. post free. 

SAVINGS BANKS YEAR BOOK. 


TRUSTEE (Issued 


for the Trustee Savings Banks Association by 


Wyman & Son, Lid., Fakenham, Norfolk.) 


CITY OF LEEDS, ABSTRACT OF ACCOUNTS, 
1950-51: ESTIMATES, 1952-53. 
GENERAL FINANCIAL KNOWLEDGE. By E. 


Miles Taylor, F.c.A., F.s.A.A., and Charles L. 
Lawton, m.sc., A.c.A. Fifth edition by 
E. Miles Taylor and A. H. Coles, A.c.1.s. 
(Textbooks, Lid. Price 20s. net. 

FIRST SUPPLEMENT TO INCOME TAX, SUR-TAX 
AND PROFITS TAX. Thirteenth edition. By 
E. Miles Taylor, F.c.A., F.S.A.A.  (Text- 
books, Ltd. Price 1s. 3d.) 

AN ELEMENTARY MANUAL OF STATISTICS. By 
Sir Arthur Bowley, c.B.£., sc.p. Seventh 
edition. (Macdonald & Evans, Ltd. Price 
Tos. net.) 

THE COST OF INDUSTRIAL MOVEMENT. By 
W. F. Luttrell. National 
Economic and Social Research, Occasional 
Papers XIV. (Cambridge University Press. 
Price 18s. net.) 


Institute of 


THE ECONOMIC ASPECTS OF NATIONALIZATION 
IN GREAT BRITAIN. By A. M. de Neuman, 
PH.D. (Students? Bookshops, Lid., 4, Trumping- 
ton Street, Cambridge. Price 8s. 6d.) 

PUFFS, BALLOONS AND SMOKEBALLS. By A. 
Laurence Polak, B.A. Illustrated by Leslie 
Starke. (Justice of the Peace, Ltd., Little 
London, Chichester, Sussex. Prices 12s.6d. and 
cheap edition 10s. 6d. Postage extra.) 
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THE SOCIETY OF 


Incorporated Accountants 


BIRMINGHAM DIAMOND 
FUBILEE 


[ue Diamond JUBILEE DINNER OF THE 
Incorporated Accountants’ Birmingham 
and District Society was held at the Grand 
Hotel, Birmingham, on October 31, under 
the chairmanship of its President, Mr. John 


J. Potter, r.s.A.A. Members and guests were 


received by Mr. and Mrs. Potter with Mr. 
C. Percy Barrowcliff, F.s.A.A. (President of 
the Society of Incorporated Accountants) 
and Mrs. Barrowcliff. 

The guests included the Lord Mayor and 
the Lady Mayoress of Birmingham 
(Alderman and Mrs. W. T. Bowen); the 
Mayor and Mayoress of Sutton Coldfield 
(Councillor and Mrs. W. F. Taylor); 
the Mayor of Coventry (Alderman Mrs. 
A. E. Lennard, J.P.) and the Mayoress 
Councillor Mrs. O. B. Pace); His Honour 


Judge Forbes and Mrs. Forbes; Mr. P. E. 


Sandlands, Q.c., 0.B.£., D.L. (Recorder of 
Birmingham); Mr. T. E. Hurst (District 
Manager, Lloyds Bank, Ltd.); Mr. Sydney 
Vernon, tt.m. (Pro-Chancellor of the 
University of Birmingham); Mr. P. H. 
Hubbard (U.S.A. Consul); Monsieur H. 
Léautier (Consul for France); Mr. I. A. F. 
Craig, 0.B.£. (Secretary of the Society of 
Incorporated Accountants); Mr. H. J. 
Dunkerley (Controller of the B.B.C., Mid- 
land Region); and representatives of other 
professional bodies and the Inland Revenue. 

The chairman read a telegram which 
had been sent by the District Society to 
Her Majesty the Queen to mark the occasion 
of its Diamond Jubliee, expressing the 
Society’s continued loyalty to the Sovereign. 
In reply a telegram of thanks and good 
wishes had been received from Her Majesty. 

After the toast of ** The Queen ”’ had been 
honoured, Mr. W. G. A. Russell, F.s.A.A. 
immediate past-President of the Birming- 
ham and District Society) proposed the 
toast of ** The City of Birmingham ”’ which, 
he said, had many times been called a city 
of a thousand trades but which the reference 
book described as a city of fifteen hundred 
trades. Mr. Russell mentioned the great 
hospital centre as one of Birmingham’s 
excellent social services and made parti- 
cular reference to the great waterworks 
undertaking recently opened by Her 
Majesty Queen Elizabeth at Claerwen. 
Many famous Birmingham families were 
quoted by Mr. Russell, and he said that 
endeavours should be made to give every 
opportunity to members of new families to 
be equally great figures of the future. 
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The Lord Mayor of Birmingham (Alder- 
man W. T. Bowen) in his response main- 
tained that the greatness of the city, apart 
from the consumable goods made without 
which we could not live, was to be found 
in the happiness of the people. He spoke 
of the individuality which existed in the city 
and expressed the belief that Birmingham 
had a great contribution to make to 
industrial economy. He also stressed the 
importance of the cultural life in the city. 

Mr. T. E. Hurst (District Manager of 
Lloyds Bank), proposing the toast of “‘ The 
Society of Incorporated Accountants and 
Auditors,” said they must rely on the 
accountancy profession for a lead on 
financial matters. Mr. Hurst coupled with 
the toast the name of the Society’s President, 
Mr. C. Percy Barrowcliff, and concluded: 
** We applaud the growth of the Society and 
its increasing influence.”’ 

Mr. C. Percy Barrowcliff (President of 
the Society of Incorporated Accountants), 
in response, gave a message of cordial 
greeting and warm congratulations from 
the Council to the Birmingham District 
Society on its fiftieth anniversary. The 
Council acknowledged a great debt to 
succeeding generations of Incorporated 
Accountants in the Birmingham district. 
Their President, Mr. Potter, Mr. Harold 
Platts, until recently one of his valued 
colleagues on the Council, Mr. Russell, a 
new member of the Council, and Mr. 
Wheatley, the Secretary, represented the 
type of able men they had fortunately 
always been able to call upon. 

A recent article in a well-known Sunday 
newspaper took exception to a sentence in his 
address at the fiftieth anniversary luncheon 
of the Canadian Institute of Chartered 
Accountants in Montreal—‘ the whole 


financial structure of a country rests firmly 


upon the skill, independence and integrity 
of the accounting profession.” 

Accountants audited the accounts, which 
the investors—whose money was at stake— 
required to be done by persons who were 
skilled enough to do it, who were indepen- 
dent and unfettered by personal interest, and 
whose integrity was above suspicion. These 
qualities — skill, independence and 
integrity—transformed their certificate into 
a hall-mark on accounts. The separation of 
proprietorship from executive management 
had, he suggested, been made possible by 
the development of their profession and the 
acceptance of its certificate as the hall-mark 
of a correct statement of stewardship. 

Accountants’ certificates also contributed 


in no small measure to the smooth vorkin 


of the financial system, and were a. soluteh 
relied upon by the Revenue authorities, 
Then what of all those other servi: es the, 
rendered to the industrial machine ? The 
were advisers on costing, accointancy. 


finance, and even matters of manazemen; 
and administration. 

A practising accountant had long sing 
ceased to be considered a glorified book- 
keeper. He was a highly skilled person wit! 
established traditions and standards and 
definite technique. He built upon this 
unique foundation a practical experience by 
living amongst the affairs of busines 
Similarly, those who entered indusirial lif 
started with a first-rate technical qualifica- 
tion which by its very nature gave them a 
more adaptable and receptive mind. With 
a necessary period of practical busines 
experience, they became outstanding con- 
tributors to industrial welfare. 

He therefore maintained that “ the whok 
financial structure of a country rests firmh 
upon the skill, independence and integrity 
of the accounting profession.” 

Mr. John J. Potter, F.s.A.A. (President oi 
the Birmingham Society) proposed a toast 
to the guests. The Mayor of Sutton 
Coldfield (Mr. W. F. Taylor), speaking as a 
member of a family business, expressed ir 
his reply the fear of bankruptcy to sucl 
businesses through death duties and 
acknowledged the great help given by 
accountants in guarding against it. 


CO-OPERATION WITH CANADIA,\ 
AND AMERICAN ACCOUNTANTS 


Tue INCORPORATED ACCOUNTANTS’ LONDON 
and District Society held its autum 
luncheon on November 18 in Incorporate: 
Accountants’ Hall. Instead of holding a 
monthly luncheon, as it has in previous 
years, the District Society is this session 
having, in addition to the autumn luncheon, 
another in the spring, both in Incorporatec 
Accountants’ Hall, which has not been used 
before for these luncheons, At the autumn 
luncheon, Sir Richard Yeabsley, F.C... 
F.S.A.A., the chairman of the Distric' 
Society, presided. The guest speaker was 
Mr. C. Percy Barrowcliff, F.s.A.A., th 
President of the Society of Incorporatec 
Accountants. 

Referring to his recent visit to Canada 
and U.S.A., Mr. Barrowcliff asked wha 
was the value of such a visit as he wa 
privileged to make? Experience showe¢ 
that meeting people was always the bes 
way to get a true understanding of them 
He returned with a keen appreciation ° 
Canadian and American accountants. The’ 
were carrying out the same _ importat 
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1 the economy of their separate 


service 
ountrics as British accountants were trying 
» do in Britain. They were earnestly 


oncerned about the quality of their work, 
which was of a high standard. 

Mr. Barrowcliff said he found a high 
«gard for British accountancy: this was 
not to be wondered at, seeing that the 
profession in North America was in the 
nain founded by men of British training. 
(hey appeared to look upon Britain as the 
leaders in accountancy thought, methods, 
yocedures and standards. 

He had a feeling, continued the President, 
that accountants in Britain did not appre- 
ciate their responsibility for leadership, or 
ihe glorious opportunity which that position 
pened out to co-operate with accountants 
werseas and even to influence them in 
the development of their profession. At 
the present time, he was in no doubt, they 
wanted to work and associate with the 
British profession. ‘They would like close 
interchange on matters of research (which, 
incidentally, he found a matter of high 
oncern in both Canada and U.S.A.); on 
matters of standards, both of qualification 
and conduct; on matters of methods, audit 
procedures, and a standard form of accounts 
for financial purposes. He would be 
opposed—as he felt Canadian and Ameri- 
can accounts would be—to any formal 
organisation being set up, but informal 
ontact and interchange could achieve the 
objectives. 

The world was drawing closer together 
by the rapid means of transit, as well as 
by the expansion of business, and it was 
important that English-speaking account- 
ants should be able to speak approximately 
the same accountancy language. ‘This 
could only be done by much closer active 
co-operation between the various bodies 
than existed today. He could assure his 
listeners that such co-operation was cer- 
tainly desired by their friends in Canada 
and U.S.A. 

He was greatly impressed by the tributes 
paid to the sponsoring bodies of the Inter- 
national Congress. He heard nothing but 
praise, amounting almost to wonder, at 
the remarkable organisation and success of 
the Congress. There was no doubt that the 
profession in Britain maintained by the 
Congress its prestige and heightened the 
respect and regard which accountants 
throughout the world had for it. 

All the guests whom they entertained 
during Congress week were deeply impressed 
with the hospitality they had received and 
with the setting of their beautiful hall. 
Neither in Canada nor in America had 
they such a noble building. 

In « short speech, Mr. H. Basil Sheasby, 
F.S.A.A., thanked the President for 
dress. It was a happy thought— 

a term made familiar by that 


F.C.A 


his a 


lo u 


other President in the country from which 
Mr. Barrowcliff had just returned—to 
make a ‘“ whistle-stop”’ speech in _ his 
travellings in order to be their guest speaker 
in Incorporated Accountants’ Hall. They 
must all see to it that the precedent so set 
up would be followed by all future Presi- 
dents of the parent Society. 

Thanks to Sir Richard Yeabsley for pre- 
siding over the luncheon were felicitously 
expressed by Mr. E. Cassleton Elliott, 
P.S.A.A, 


HOW TO REDUCE INCOME TAX 


Tue INCORPORATED ACCOUNTANTS’ Dis- 
trict Society of Nottingham, Derby and 
Lincoln held a dinner at the Victoria 


Station Hotel, Nottingham,on November 14. 

Mr. P. W. Skinner (President of the 
District Society) presided, and among the 
guests were the Deputy Lord Mayor of 
Nottingham (Alderman G. H. Wigman), 
the Mayor of Derby (Councillor T. Dennis), 
Mr. Kenneth Pickthorn, m.p., (Parlia- 
mentary Secretary to the Ministry of 
Education), Mr. C. Percy Barrowcliff, 
(President of the Society of Incorporated 


Accountants) and Mr. I. A. F. Craig, 
(Secretary), Judge A. C. Caporn, Professor 
R. Peers (Deputy Vice-Chancellor of 


Nottingham University), Dr. H. Baker 
(Principal of Nottingham & District Tech- 
nical College), and representatives of other 
professional bodies. 

Mr. C. F. Carlisle (past-President of the 
District Society), who proposed the toast of 
“The City of Nottingham,” referred to the 
visit to Nottingham that week of the Duke 
of Edinburgh to open a new factory exten- 
sion. They might acquire more assets of that 
type but for the development charge. He 
then went on to speak of the traffic islands 
which Nottingham Corporation had con- 
structed, and said that one of them would 
qualify for inclusion in Butlin’s fun fair, but 
he doubted whether Mr. Butlin would pay 
as much for a roundabout. (Laughter). 

The Deputy Lord Mayor of Nottingham 
(Alderman G. H. Wigman) replied. He 
apologised for the absence of the Lord 
Mayor who was engaged that evening at 
Leicester. Then is a good humoured manner 
he took up the question of the traffic islands, 
and said that in Nottingham they had set a 
standard which was second to none in the 
country. Some who had been loudest in 
their criticism were now loudest in their 
praise. If safety of lives was dependent upon 
slowing down of traffic it was their duty to 
do the job as best they thought fit. 

Mr. Kenneth Pickthorn, m.p. (Parlia- 
mentary Secretary to the Ministry of 


Education) proposed the toast of the 
Society of Incorporated Accountants. He 
remarked that accountants had been des- 
cribed as the breakwater of the taxpayer 
against the forces of the Inland Revenue. 

He had been much impressed by the 
recital of the qualities required of Incor- 
porated Accountants, They had the ability 
to use English with ease and economy in 
both speaking and writing. If that ease and 
economy were vital in the circles in which 
he moved then the mortality amongst 
politicians would be distressing. (Laughter). 

He did not know how much they knew 
about limited liability, although he was sure 
it was a great deal. One thing he found very 
illuminating. In the ancient world the only 
means known for arriving at limited liability 
was through slaves. It was a question for 
reflection whether there might not be some 
necessary connection between limited lia- 
bility and slavery. (Laughter). 

Mr. Pickthorn then went on to speak of 
the growth in the number of accountants. 
One person had said that at the present 
time there 40,000. Fifty ‘years 
ago, it had been suggested, there were not 
more than 4,000. Fifty years hence there 
would be something like 400,000 at the same 
rate of increase, and 100 years hence four 
million. Another half-century and _ there 
would by forty million. By that time those 
in other professions would be a minus 
quantity. (Laughter). 

Mr. C. Percy Barrowcliff (President of the 
Society of Incorporated Accountants), who 
replied, said that if he appeared critical of 
the present course of events they would 
understand that it was intended as con- 
structive rather than destructive criticism. 

There was far too much tolerance and 
complacency about the crippling weight of 
taxation (hear, hear). That week had seen 
further evidence in Parliament of the evil of 
complacency. It was deplorable that state- 
ments should be made which in their general 
effect gave the impression that all was well. 

All was not well when income tax was 
gs. 6d. in the £ seven years after the end of 
the war, plus sur-tax, plus profits tax, excess 
profits levy and estate duty. 

All was not well when capital urgently 
required for business maintenance was taken 
away in taxation; when employers and 
employed alike had little or no incentive to 
work hard ; when taxation had become an 
operating cost and was increasing their 
difficulties in world markets; when the 
accumulated capital of the past and the 
potential capital of the future was disappear- 
ing rapidly into thin air to meet the present 
extravagant way of living. 

What should be done ? He was bold 
enough to suggest that there should be an 
immediate reduction of income tax in the 
region of 2s. 6d. in the £. That would put 
new life into employers and employed—and 
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he suggested no one would be satistied with 
a notional reduction of 6d. in the £. 

How could that be done ? By having a 
thorough examination by an independent 


authority of the costs of administration, both 


national and local, and cutting out unneces- 
sary expenditure. This had nothing whatever 
to do with cutting the social services. What 
they were criticising were the wasteful, 
and 

costs and not the social services themselves. 
Mr. Barrowcliff went on to quote from a 
speech he made at Plymouth a year ago on 
the subject of the burdens being placed upon 
industry and commerce, which were grad- 
ually crushing the life out of business as well 
‘as killing initiative and enterprise. In the 
past few years [he had said] they seemed to 
have lost sight of the necessity of planning 
expenditure with an eye on the income to 
meet it. Individuals realised the necessity 
for this and knew that bankruptcy faced 

them if they spent more than their income. 
Chere had been no easement of the bur- 
den since he said that and little attempt 
made to tackle a deteriorating situation. 
Lip service was paid to a demand for drastic 
action, but the lip service lacked a sense of 


extravagant needless administration 


urgency. 

Mr. F. A. Prior (member of the Council of 
the Society) proposed the toast of ** The 
Guests.”” The Mayor of Derby responded. 

The health of The Chairman was hon- 
oured on the proposition of Mr. E, H 
Palmer. 


STUDENTS’ SOCIETY SUBSCRIPTIONS 


In response to representations the Council 
of the Society announce that they commend 
the growing practice amongst principals and 
employers of accepting responsibility for the 
payment of Student Society membership 
subscriptions of their articled clerks and 
bye-law candidates. 


INCORPORATED ACCOUNTANTS’ 
LODGE 


THE INSTALLATION MEETING WAS HELD ON 
October 28 at Freemasons’ Hall, London, 
W.C. 2. W. Bro. C. V. Best installed his 
successor, Bro. W. H. C. Wayte. 

W. Bro. Wayte invested the following 
officers: W. Bro. C. V. Best, I.P.M.; 


Bro. J. A. Jackson, S.W.; Bro. J. C. 
Chaumeton, J.W.; W. Bro. W. J. Crafter, 
Treasurer; W. Bro. A. S. Darr, Secretary; 
V.W. Bro. H. A. R. J. Wilson, D.C.; Bro. 
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E. B. 


Almoner; Bro, E. J. Hakim, I.G.; Bros, H. L. 
Brown, F. R. Marshall, A. Armitt, Stewards; 
W. Bro. A. C. Chitty, Tyler. 

Among the large number of guests were 
\V.W. Bro. C. Erskine Simes, Q.c., Deputy 
Grand Registrar, W. Bro. Robert Bell, 
P.M., Ribblesdale, Ireland, and W. Bro. 
W. D. Smedley, W.M. of the Sempers 
Vigilans Lodge. 

The secretary is Mr. A. S. Darr, 35, 
New Broad Street, London, E.C. 2. 


COUNCIL MEETING 


OCTOBER 22, 1952 

Present: Mr. C. Percy BARROWCLIFF 
President), Mr. A. Stuart Allen, Mr. F. V. 
Arnold, Mr. Edward Baldry, Mr. Robert 
Bell, Mr. C. V. Best, Mr. H. J. Bicker, 
Mr. Andrew Brodie, Mr. Henry Brown, 
Mr. E. Cassleton Elliott, Mr. M. J. Faulks, 
Mr. Hugh O. Johnson, Mr. W. H. Marsden, 
Mr. A. E. Middleton, Mr. T. H. Nicholson, 
Mr. James Paterson, Mr. F. 
Miss P. E. M. Ridgway, Mr. P. G. S. 
Ritchie, Mr. W. G. A. Russell, Mr. R. E. 
Starkie, Mr. Joseph Stephenson, Mr. Percy 
Toothill, Mr. A. H. Walkey and Mr. 
Richard A. Witty, with the Secretary and 
the Deputy and Assistant Secretaries. 


REPORTS OF COMMITTEES 

The Council received the minutes of recent 
meetings of the Finance and General 
Purposes, Disciplinary, District Societies, 
Examination and Membership, and 
Applications Committees, of the 
AccounTANCY Editorial Conference, and of 
the Committees of the South 
Branches. 

KING GEORGE VI NATIONAL MEMORIAL FUND 
The Council approved the payment of a 
donation of 250 guineas to the King George 
VI National Memorial Fund. 


African 


CHAIR OF 
The Council 


ACCOUNTING 

formally approved _ the 
foundation of the Stamp-Martin Chair 
of Accounting tenable at Incorporated 
Accountants’ Hall, and appointed Mr. F. 
Sewell Bray as the first holder of the Chair. 


SIR JAMES MARTIN MEMORIAL EXHIBITION 
The Council approved the award of the Sir 


James Martin Memorial Exhibition for the 


May 1952, Intermediate Examination to 
Mr. J. B. Guest, articled to Mr. J. H. G. 


Peterken, Fellow, of Messrs. Peterken, 
Barnes & Co., London. 
ANNUAL GENERAL MEETING, 1953 


It was decided that the Society’s annual 
general meeting be held on ‘Tuesday, 
May 19, 1953, and a Conference of repre- 
sentatives of Branches and District Societies 


i 


Trimmer, J.D.; W. Bro. E. J. P. 
Garratt, A.D.C.; W. Bro. A. A. Garrett, 


with members of the Council on \\ 
May 20. 


nesday. 


PRESIDENT’S VISIT TO CANADA A} 


) U.S.A, 
The President reported on his visit 4 
Canada and the United States of Americ, 
(See Accounrancy, October 1952, page 
326 and 337, and November, page 381), 
The Council recorded its gratitude 
the Canadian Institute of Chartered 
Accountants and the American Institute 9 
Accountants for their welcome and thei; 
generous hospitality to Mr. and Mr 
Barrowcliff. 
A unanimous vote of thanks was passed 


to Mr. and Mrs. Barrowcliff for representing 
the Society at the Fiftieth Annual Meeting 
of the Canadian Institute of Chartered 
Accountants and for undertaking the visit to 
Canada and the United States of America. 
VICE-PRESIDENT’S VISIT TO THE NETHERLANDS 
It was reported that the Vice-President 
had represented the Society at the Year Day 
of the Netherlands Institute of Accountants, 
held in Amsterdam on September 20, 
A note on the Year Day was published in the 
November issue of ACCOUNTANCY, on page 
359- 

The Council recorded its appreciation 
of the hospitality extended to Mr. Nelson 
by the Netherlands Institute. 

A unanimous vote of thanks was passed tw 
Mr. Nelson for undertaking to 
Amsterdam on behalf of the Society. 


Visit 


MEMBERSHIP 
The Council approved applications for 
admission to membership, for promotion tw 
Fellowship, and for registration as member 
in retirement, subject to payment ol 
fees and_ subscriptions as 
appropriate. 


entrance 


RESIGNATION 
It was reported that the following member 
had resigned with effect from January |, 
1952: Haynes, Albert Richard (Fellow). 
London. 
DEATHS 

The Council received with regret a report 
of the death of each of the following 
members; Basu, Debabrata, B.sc. (Fellow). 
Calcutta; Boyle, Samuel (Fellow), Belfast: 
Buckley, Edward (Associate), Belfast: 
Butterworth, Walter Charles (Associate). 
Birmingham; Chambers, Edgar (Fellow). 
Newport (Mon.); Churchill, Arthur Claud 
(Fellow), Newcastle upon Tyne; Collins. 
Arthur (Fellow), London; Crook, George 
Edward Albert (Associate), Hampton. 
Middlesex; Draper, John (Fellow), Brad- 
ford; Flegg, Norman Stanley (Associate . 
Woodstock, C.P.; Gleave, Herbert Vivian 
(Associate), Leeds; Kent, Stanley (Fellow). 
Shrewsbury; Kingston, Herbert (Fellow. 
London; Martin, Francis Alfred (Fellow). 
Sheffield; Morgan, Thomas _ Olve! 
(Associate), Swansea; Ovwles, Frederick 
George Beaumont (Associate), P.O. Solik, 
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Kenya; Routly, William Henry (Fellow), 
gideford Sharp, Charles Gordon 
\ssocia ic), Johannesburg; Sheedy, 
rdward Patrick Michael (Fellow), Sydney, 


VS.W. Sharp, Herbert (Associate), 
\lanchester; Stevenson, Reginald Percy 
\ssociate), Nottingham; Thomas, John 
salmon (Fellow), Chester; Tunbridge, 


sidney Thomas, Major, T.D. (Associate), 
Great Yarmouth; Wood, Richard Watson 
Fellow), Blackpool; Young. Noel 
Associate), Radcliffe, Lancs. 


DISTRICT SOCIETIES 


LONDON STUDENTS’ SOCIET1 


ASSOCIATION FOOTBALL 


lt has been agreed that an Association 
football team shall be formed. Members 
f the Students’ Society who wish to play 
we asked to write immediately to the 
Incorporated Accountants’ 


secretary, at 
Hall. 


NORTH STAFFORDSHIRE 
REPORT 


THE MEMBERSHIP IS 165, COMPRISING 20 
Fellows, 53 Associates, and 92 students. 

The Committee reports with regret the 
leath of the Treasurer, Mr. A. Dickson, 
and of Mr. R. A. Smith, a’student. 

Five lectures were given. Invitations 
vere exchanged with other professional 
bodies. 

A new 
obtained. 

The Library has been removed to Moor 
House, Burslem, and the Honorary Secre- 
ary, Mr. R. A. Hamilton, F.s.A.A., now 
acts as librarian. 


been 


President’s badge has 


SHEFFIELD 


REPORT 


[EN MEETINGS WERE HELD, AT WHICH 
ectures and talks were given. There was a 
successful dinner-dance in November 1951. 

Six students have passed the Final and 
twelve the Intermediate Examinations. 

Saturday morning classes continue to be 
held jointly with students of the Institute. 
Mr. Arnold Graves, F.s.A.A., is lecturer in 
accountancy. 

The membership includes 174 Fellows 
and Associates and 158 students. 


SOUTH OF ENGLAND 
WAS 


[HE ANNUAL HELD ON 
October 8. 
The following officers were elected : 


President, Mr. C. J. B. Andrews: Vice- 


MEETING 


President, Mr. R. A. Etheridge ; Honorary 


Treasurer, Mr. S. G. Peach ; Committee, 


Mr. L. A. Jarvis (past President), Mr. H. J. 
Bicker, Mr. B. A. Apps, Mr. H. E. Marshall, 
Mr. E. Richardson, Mr. R. G. Booth, 
Mr. E. J. Waldron, Mr. C. R. Foot, Mr. 
C. W. Elliott, Mr. G. L. Ratcliffe, Mr. J. M. 
Keeping, and Mr. E. G, Pulsford. 
ANNUAL REPORT 

The membership comprises 239 members 
and 195 students. Students enrolled during 
the year numbered 28. 

Lectures were held at Portsmouth, 
Southampton and Bournemouth, and were 
well attended. As in past years, invitations 
were extended to students and members of 
other professional bodies. 

The Bournemouth and District Section 
has arranged social and sporting events, 
including cricket matches and a dance. 

The Portsmouth section arranged a most 
successful mock income tax appeal meeting. 

Nine students were successful in the Final 
examination of the Society and eighteen in 
the Intermediate, and congratulations are 
extended to them. 

The Committee has pleasure in reporting 
the purchase of a Presidential Badge of 
attractive design. 

Practising members’ luncheon meetings 
have been held in Southampton and have 
proved interesting and beneficial. 

The Committee has from time to time 
obtained the views of members on matters 
brought to its attention by the Research and 
Taxation Committee of the Society, and has 
submitted suitable memoranda. Mr. B. A. 
Apps, A.s.A.A. has continued to represent 
the District Society on the Committee. 


EVENTS OF THE MONTH 


December 1.—Jondon: Practice Arbitration 
arranged by the Institute of Arbitrators. 
Incorporated Accountants’ Hall, at 6 p.m. 
Luton: British Tabulating Machine Co. Ltd. 
film on Punched Card Accounting. Students’ 
meeting. Public Library, at 6 p.m. 

December 2.—JLeeds: “An Introduction to 
Punched Card Accounting.’’ Power-Samas film 
and lecture. Hotel Metropole, King Street, at 
6.15 p.m. 

Swansea: “* Dare you Speak in Public? *’ by Mr. 
Arthur Duxbury. Mackworth Hotel, at 7 p.m. 
December 4.—Ox/ford: “ Accountancy—Part- 
nership,”” by Mr. R. Glynne Williams, F.c.A., 
F.T.1.1. Students’ meeting. George Restaurant, 
George Street, at 6.30 p.m. 

December 5.—Birmingham: Debate with the 
Birmingham Chartered Accountants’ Students’ 
Society. “ The Happy Man does not read his 
daily Newspapers.’’ The Library, 71, Edmund 
Street, at 6 p.m. 


Brighton: “‘ General Financial Knowledge,” by 
Mr. R. W. Moon, B.LITT., A.c.A. Students’ 
meeting. Royal Pavilion, at 7 p.m. 
Manchester: ‘‘ Economics,’”’ by Mr. D. Walker, 
M.A. Final Students only. Incorporated Accoun- 
tants’ Hall, 90, Deansgate, at 6.30 p.m. 
Manchester: “ Executorship,” by Mr. D. A. 
Lewis, LL.B., B.A. (COM.), Intermediate Students’ 
meeting. Estate Exchange, Fountain Street, at 
6.30 p.m. 

Sheffield: “‘ Actual Technique of Investigation 
Work in connection with Back Duty,”’ by Mr. 
J. W. Walkden, 4.c.a., A.s.A.A. Law Society 
Rooms, Campo Lane, at 6.30 p.m. 
Wolverhampton: “‘ Estate Duty Reliefs and 
Concessions,” by Mr. R. Glynne Williams, 
F.c.A. Molineux Hotel, North Street, at 6.15 
p.m. 

December 8.—Dublin: ‘‘ Economics—An In- 
troduction,” by Professor George O’Brien. 
p.Litr. Students’ meeting. Jury’s Hotel, Dame 
Street, at 6.15 p.m. 

Leicester: “Practical Problems in Company 
Law,” by Mr. R. A. K. Wright, Barrister-at- 
Law. Balmoral Room, Bell Hotel, at 6 p.m. 


Luton: Students’ dinner. Royal Hotel, Mill 
Street, at 7.15 p.m. 
Newport, Mon.: “General Financial and 


Commercial Knowledge,”” by Mr. F. J. Notley. 
F.S.A.A., F.C.LS. Students’ meeting. 

December 9.—Belfast: Debate, at invitation 
of Solicitors’ Apprentices’ Debating Society 
Students’ meeting. 

Brighton: “‘ Excess Profits Levy,’’ by Mr. L. A 
Hall, <A.c.A., A.S.A.A. Regent Restaurant. 
Queen’s Road, at 7.45 p.m. 

December 10.—Birmingham: Meeting with 
H.M. Inspectors of Taxes. “‘ Brains Trust.” 
Imperial Hotel, Temple Street, at 5.45 p.m. 

Newcastle upon Tyne: “ Group Accounts,” by 
Mr. V. S. Hockley, B.coM., c.A. 52, Grainger 
Street, at 6.15 p.m. 

Preston: “‘ Costing in Practice,” by Mr. S. C 
Roberts, F.c.w.A., M.A. The Preston and 
County Catholic Club, Winchley Square, at 
7.30 p.m. 
Swansea: “Insolvency,” by Mr. A. V. 
Hussey, F.s.A.A. Mock meeting of creditors. 
Students’ meeting. Central Public Library. 
Alexandra Road, at 7 p.m. 


December 11.—Dudblin: Debate—Students with 
the senior body. Jury’s Hotel, Dame Street, 
at 6.15 p.m. 

Middlesbrough: “ Executorship Accounts,”’ by 
Mr. V. S. Hockley, B.com., c.a. Café Royal, 
Linthorpe Road, at 6.30 p.m. 

December 12.—Bradford: 
Professor A. J. Brown, M.A., D.PHIL. 
Club, Bank Street, at 6.15 p.m. 
Cardiff: ‘* Britain’s Economic Position,’’ by Mr. 
C. R. Curtis, M.sc.(ECON.), PH.D., F.c.1.s. Park 
Hotel, at 7 p.m. 

Hanley: “*'The Accountancy Provisions of the 
Companies Act,”’ by Mr. J. L. Northcott, F.c.a. 
Town Hall, at 6.30 p.m. 

Leicester: “* Prospectuses,’’ by Mr. T. W. South, 
B.A., Barrister-at-Law. Students’ meeting. Bell 
Hotel, Humberstone Gate, at 6 p.m. 

Liverpool: Dinner. 

Manchester: ‘‘ Economics,” by Mr. D. Walker, 
M.A. Students’ meeting (Final only). Incor- 
porated Accountants’ Hall, go, Deansgate, at 
6.30 p.m. 


** Economics,”’ by 
Liberal 
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* Executorship,” by Mr. D. A. 
Lewis, LL.B., B.A.(coM.) Students’ meeting 
Intermediate). Estate Exchange, Fountain 

Street, at 6.30 p.m. 

Vorthampton: ** Management Accounting,’’ by 

Mr. J. J. Elsden, A.s.A.a. County Café, Mercers 

Row, at 6 p.m. 

Nottingham: *‘* Excess Profits Levy,’’ by Mr. 

James S. Heaton, F.s.A.A. The Reform Club, 

Victoria Street, at 6.30 p.m. 

Vaterford: Discussion Circle. Students’ meeting. 

Offices of Messrs. A. W. Deevy & Co., at 8 p.m. 


Manchester: 


December 16.—Bournemouth: ‘* Back Duty,” 
by Mr. J. W. Walkden, a.c.a., A.s.A.A. St. 
Peter’s Hall, Hinton Road, at 6.30 p.m. 
Bradford: ** Excess Profits Levy,’’ by Mr. J. S. 
Heaton, F.s.A.A. Liberal Club, Bank Street, 
at 6.15 p.m. 

Dudley: Discussion Group—** Taxation.”’ Dud- 
ley and Staffordshire Technical College, The 
Broadway, at 7 p.m. 

Vorwich: ** Executorships and Trusts,’’ by Mr. 
A. E. Langton, LL.B., F.C.A., F.S.A.A. Royal 
Hotel. 
December 17.—Cardiff: ‘‘ A General Talk on 
Taxation Points,’’ by Mr. A. Salter, F.s.a.a. 
Students’ meeting, at 6.45 p.m. 

December 18.—Bradford: 
Connaught Rooms. 

Dublin: Students’ dance. 
December 19.—Belfast: Students’ ball. Belfast 
Castle. 

Hull: “The Principles of Standard Costing,”’ 
by Mr. H. H. Norcross, F.c.w.A. Students’ 
meeting. Church Institute, Albion Street, at 
6.15 p.m. 

January 6.—Bournemouth: ‘‘ Economics,’ by 
Mr. A. R. Ilersic, B.com. St. Peter’s (small) Hall, 
Hinton Road, at 6.30 p.m. 


Students’ dance. 


January 7.—.Vottingham: ‘Group Accounts,” 
by Mr. A. E. Langton, LL.B., F.C.A., F.S.A.A. 
The Reform Club, Victoria Street, at 6.30 p.m. 
Southampton: ‘* Economics,” by Mr. A. R. 
Ilersic, B.COM. 


January 8.—Oxford: Lecture to be arranged. 
Students’ meeting. George Restaurant, George 
Street, at 6.30 p.m. 

Portsmouth: ‘* Economics,”’ by Mr. A. R. Ilersic, 
B.COM. 

Preston: *‘ Deeds of Arrangement and Private 
Arrangements in Practice,” by Mr. Arthur T. 
Eaves, F.C.A., F.S.A.A. Preston and County 
Catholic Club, Winckley Square, at 7.30 p.m. 
January 9.—Birmingham: “ Export Finance,” 
by Mr. W. E. Dawson, A.1.B., M.LEX., of Bar- 
clays Bank, Ltd., Birmingham Foreign Branch. 
Law Library, Temple Street, at 6.15 p.m. 
Leeds: Dinner dance. Queen’s Hotel. 
Manchester: ** Economics,’’ by Mr. D. Walker, 
M.A. Final students only. Incorporated 
Accountants’ Hall go, Deansgate, at 6.30 p.m. 
Manchester: *“ Income Tax,’ by Mr. N. D. B. 
Robinson, M.B.E.,  A.S.A.A, Intermediate 
Students’ meeting. Estate Exchange, Fountain 
Street, at 6.30 p.m. 

Shrewsbury: “ Presentation of Informative 
Accounts,”” by Mr. R. Glynne Williams, F.c.a., 
F.T.1.1. Raven Hotel, at 6.30 p.m. 

Waterford: *‘ Some Points in Income Tax,” by 
Mr. L. de Barra, Inspector of Taxes, Waterford. 
Students’ meeting. Offices of Messrs. A. W. 
Deevy & Co., at 8 p.m. 
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PERSONAL NOTES 


Messrs. Lloyd, Piggott & Co., Incor- 
porated Accountants, Manchester, have 


admitted as a partner Mr. G. Jowett, 


A.S.A.A., their managing clerk. 

The practice of Messrs. Watts, Gregory 
& Co., Incorporated Accountants, Cardiff, 
is now being carried on by Mr. G. L. 
Croom, A.s.A.A., and Mr. R. E. Williams, 
A.s.A.A. The style of the firm is unchanged. 


The London practice of Messrs. Haskins 


& Sells has been merged with that of 


Messrs. Deloitte, Plender, Griffiths & Co. 
The combined practice is being carried on 
in the name of Deloitte, Plender, Haskins & 
Sells, at 5 London Wall Buildings, London, 
E.C.2. 

Mr. Sorab G. Mama, Incorporated 
Accountant, has commenced practice at 
Adamji Chambers, McLeod Road, Karachi 
2, Pakistan. 

Mr. G. Frederick Attwood, Incorporated 
Accountant, has taken into partnership 
Mr. Eric J. S. Beckley, Certified Accountant. 
The firm name is Attwood, Beckley & Co., 
and the office has been transferred to 23a, 
Queen Victoria Street, Reading. 

Messrs. Allsop & Crabbe, Chartered 
Accountants, London, E.C.2, have admitted 
to partnership Mr. J. P. S. Edge-Partington, 
A.C.A., A.S.A.A. 


Messrs. S. R. Batliboi & Co., Calcutta, 
Chartered Accountants (India) and 
Incorporated Accountants, have admitted 
as a partner Mr. P. M. Narielvala, A.s.A.A., 
A.c.A. (India). 


REAIOVALS 


Messrs. Hartley & Co., Incorporated 
Accountants, have removed their offices to 
175, Otley Road, Fair Headingley, Leeds, 6. 


Mr. J. C. Newby, Incorporated Account- 
ant, is now practising at Stansfeld Chambers, 
Great George Street, Leeds, 1. 


OBITUARY 


EpGAR CHAMBERS 


We record with regret that Mr. Edgar 
Chambers, F.s.A.A., died on September 1, 
at the age of 82. 

Mr. Chambers was already practising as 
an accountant in Newport, Mon., at the 
date of his admission to membership of the 
Society in 1903, and he continued the prac- 
tice until his death. At an earlier stage of 


his career he was for some time on. ‘he staf 


of the Official Receiver in Bankry icy. 


GeEoRGE Epwarp ALBERT Ci:noxK 


The regretted death of Mr. G. E. Crook. 
A.S.A.A., took place on September rg. , 
was 53 years of age and became a membe; 
of the Society of Incorporated Accountany 
in 1925, after service during World War | 
in the Royal Air Force. He had been jy 
public practice in the London area sing, 
1929—first in Wimbledon and subsequent) 
at Hampton Hill. The practice has noy 
been taken over by Mr. E. Clifford Thorne. 
F.C.A. 


Davip SLIMAN MacGREGor 


We regret to record the death of Mr. 
David Sliman MacGregor, C.B.E., F.s.A.a., 
which took place at Bridge of Allan, 
Stirlingshire, on October 13. Mr. Mac- 
Gregor, who became a member of the 
Society in 1900, was a member of the 
Colonial Government Service for about 
33 years, and a former Treasurer of Nigeria. 
He had a distinguished career, and was 
awarded the C.B.E. in 1925. 

Before becoming Treasurer of Nigeria in 
1914, he had served in the Leeward Islands, 
Trinidad, British Honduras, Mauritius and 
Ceylon. He retired in 1928, but three years 
later was a member of the Financial 
Commission to British Guiana. He was 
87 years of age. 


GERALD MAKEPEACE WEI 


We learn with regret that Mr. Gerald 
M. Weil, F.c.A., A.S.A.A., died at Haifa on 
October 22. Mr. Weil was a partner in 
Messrs. Harold Everett, Wreford & Co. 
and Messrs. Edward Em. Sander & Co., 
London, W.C.2. He became a member of 
the Institute of Chartered Accountants in 
1938, and of the Society of Incorporated 
Accountants in 1948. 


APPOINTMENTS VACANT 
(See also page xx.) 


CROWN AGENTS FOR THE COLONIES 


[NDUSTRIAL OFFICER (ACCOUNTANT) required 
by the Government of Nigeria for the Department © 
Local Industries for one tour of 18-24 months in the firs 
instance with prospect of permanent and_pensionabl 
employment. Salary (including allowances) according * 
qualifications and experience in scale £750 to £1,480 : 
year. Outfit allowance £60. Free passages for the office 
and his wife and assistance towards the cost of children 
passages or their maintenance in this country. Libera 
leave on full salary. Candidates not over 40 years 
of age should be members of one of the recognised bodie 
of professional accountants or company secretaries 4? 
have a good knowledge of general commercial practic 
and accountancy. 

Apply at once by letter, stating age, full names in block 
letters, and full particulars of qualifications and experienc 
and mentioning this paper to the CRowN AGENTS FOR TH 
Coxontes, 4, Millbank, London, S.W.1, quoting on letter 
M.29658.C. The Crown Agents cannot undertake t 
acknowledge all applications and will communicate only 
with applicants selected for further consideration. 
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Memorandum submitted to the Royal Commissi 1 


on the Taxation of Profits and Income 


Introduction 


1. The Society of Incorporated Accountants and Auditors has considered the subjects referred to in Part B of the 


Heads of Evidence as contained in the statement issued by the Royal Commission on the Taxation of Profits and 


Income. 


submitted by the Council of the Society. 


Question 5 (a). Are there any kinds of profits or income which 
are not charged but should be; or which are charged but 
should not be ? 


Compensation for Loss of Office 


2. The present position of what may for convenience be 
briefly described as “‘ compensation for loss of office ”’ is 
anomalous both in theory and in practice. The grounds 
for this assertion are to be found in the contrasted decisions 
in the cases of Henry v. Foster and Hunter v. Dewhurst, both 
reported as 16 T.C. 605 [1930/32], and more recently in 
Henley v. Murray [1950], 31 T.C. 351 and Dale v. de 
Soissons [1950], Tax Leaflet 1519. 

3. The taxation of all forms of compensation paid on 
termination of an office or employment would, however, 
have serious adverse results, particularly under post- 
war conditions. The general state of full employment has 


led to the engagement of many elderly persons for brief 


periods of years. By reason of age these persons cannot be 
included in any general pension scheme. In such cases the 
employer usually prefers to pay a finite lump sum, partly in 
recognition of good service but frequently also on com- 
passionate grounds. 


4. Many instances could also be cited of appointments 
which are terminated unexpectedly in circumstances 
which make the payment of a lump sum to the appointee 
the most appropriate form of compensation, to enable him 
to commence a new business career. 

5. ‘The sums payable in the foregoing circumstances are 
of a capital nature in the hands of the recipients and are 
properly immune from income taxation. 


6. Where the title to compensation arises in such a way 
that it is assessable upon the recipient, it should be a 
corollary that the liability be spread over an appropriate 
period. A suitable formula for this purpose would be that 
set out on page 4 (para. 11) of our recommendations to the 
Millard ‘Tucker Committee on the Taxation Treatment of 
Provisions for Retirement. The taxpayer should be given 
the option of claiming a spread over the “ appropriate 
period ” to be determined by the Appeal Commissioners 
in the light of the facts. 


2 


The following observations have been prepared after consultation with the District Societies and are 


Benefits in Kind 


7. Certain anomalies arise in the taxation of benefits in 
kind, but they appear to us to be more impressive in theory 
than in practice. The most striking instance occurs in the 
treatment of board and lodging provided for an employee. 
If the contract of employment provides for payment of a 
gross wage less a deduction for board, then the full gross 
sum is taxable (Machon v. McLoughlin [1926], 11 T.C. 83). 
If, on the other hand, the contract provides for payment of 
a smaller sum plus the supply of board and lodging, the 
value of the latter will escape assessment unless the case is 
one which is “‘ caught ” by the Finance Act, 1948 (Ss. 38 
el Seq.). 


8. This anomaly is, however, one which concerns mainly 
subordinate employees who are provided with board and 
lodging for the convenience not of themselves but of their 
employers, and we feel that consistency of treatment would 
produce only a small additional yield of tax coupled with 
practical and administrative difficulties which would far 
outweigh its advantages. 


Remuneration of Non-resident Directors of U.K. 
Companies ; Remuneration of Resident Directors 
of Overseas Companies 


g. Since in McMillan v. Guest [1942], A.C. 561, 24 T.C. 
190, it was established that a non-resident director of a 
United Kingdom company nevertheless held a_ public 
office in this country, such directors have been assessed 
under Schedule E in respect of remuneration for services 
rendered abroad, while employees in similar circumstances 
have been assessable under Case I of Schedule D. We 
consider that the distinction is unreal and inequitable, 
and that the non-resident director should be placed on the 
same footing as the overseas employee who is not a director. 
Conversely a director of a foreign company should be liable 
to tax on remuneration for services rendered in this country 
if those services extend over a period of more than six 
months in the fiscal year. 


Annuities 


10. In our view the capital content of purchased life 
annuities should be relieved from taxation and treated as 
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what in substance it is—a repayment of capital. Only the 
interes. element should be chargeable to tax. On this 
subject we desire to repeat our representations to the 
Millara Tucker Committee. 


Wasting Assets 


i. Lhe present treatment of certain wasting assets as 
capital for the loss of which no allowance can be made 
appears to us to be indefensible in principle and, while 
taxation remains at its present high level, to discourage 
commercial enterprise. We have in mind mines, quarries, 


_brickworks, gravel pits and undertakings of a similar 


character. (Leases are dealt with in para. 31 of these 
recommendations. ) 

12. We see no practical difficulty in extending the 
principle of capital allowances, introduced by the Income 
Tax Act, 1945, to cover an extended range of subjects. 
Further reference is made to this subject in para. 32. 


Capital Gains 


13. We have considered whether a tax on capital gains 
should be introduced, and are convinced that it is neither 
practicable nor desirable. 

14. So far as bodies corporate are concerned, a dividend 
paid out of a source of capital profit forms part of the dis- 
tributions taken into account in computing liability to 
profits tax. Even though the increase in that liability 
which follows on such a dividend is in form a tax upon the 
company’s trading profits, its effect is to charge any capital 
gains distributed to shareholders with profits tax at a rate 
which, after allowing for the interaction of income-tax 
liability, amounts to approximately 4s. in the £. 

15. A tax on the capital gains of the individual in a time 
of depreciating currency is attended with many difficulties. 
Such a tax must, if it is to be equitable, be restricted to 
realised gains. Such gains are, to a very large extent, only 
the reflection of the fall in the value of the £. If A who 
bought his residence in 1938 for £1,500 sells it in 1951 for 
£5,000, with which he buys a precisely similar house in 
another district, can he be truly said to have gained £3,500 
by the transaction ? 


io. If gains which are reinvested in capital assets are to be 
exempt, how are we to defend the disparity in treatment 
between B and C in the following examples ? 


‘B bought a motor car for £200 in 1938. In 1951, 
finding that he could no longer afford to run it, he sold it 
for £350, which he used to pay for his travelling by 
public conveyance. A capital gain of £150 arises. 

C bought a motor car at the same time and at the same 
price. Having prospered in business, he exchanges the 
car in 1951 at a value of £350 in part payment of a more 
expensive vehicle. On the basis of the argument in 
para. 15 no liability to capital gains tax should attach. 


17. A further difficulty is the practical one of enforcement 
ofthe sax. It has been suggested to us that this could be 
Wercome by requiring a quinquennial return of capital 
assets. We are, however, impressed by the practical 


impossibility of imposing an adequate check upon such 
returns, and the encouragement that would be given to 
evaders to invest their capital gains in easily concealed 
property. So long as taxation remains penal at its higher 
levels it tends, in our experience, to place an undesirable 
strain upon the honesty of the taxpayer, and we should view 
with concern any scheme of additional taxation imposing 
a further burden on the honest taxpayer which the less 
scrupulous could readily evade. 


18. These are, however, not the only objections to the 
taxation of capital gains. Realisation of profit must 
precede taxability, while taxation of profit must be coupled 
with some form of allowance for losses. In times of falling 
markets there would in consequence be every inducement to 
the speculator to sell his investments at a low price, in order 
to obtain the benefit of a loss claim, and to follow the sale 
by a purchase of similar items after a short period. ‘The real 
loss resulting from this type of transaction might well be 
far outweighed by the taxation advantage. Such operations 
would tend to unbalance the market at a time when 
stability was particularly desirable. 

19. In times of rising prices a precisely opposite result 
would follow, buying being ‘encouraged and _ selling 
artificially restricted. 

20. It may, we think, be sometimes overlooked that 
so-called capital transactions may amount to the carrying 
on of a trade or of an adventure in the nature of trade so as 
to be taxable under the existing law (cf. Rutledge v. C.I.R. 
[1929], 14 T.C. 490, Fraser v. C.1.R. [1942], 24 T.C. 498 
and MacMahon and MacMahon v. C.I.R.). The remedy, 
if real profits are escaping taxation on a large scale, may lie 
in a more robust attitude of the Inland Revenue to “ schemes 
of profitmaking ” (cf. California Copper Syndicate v. 
Harris [1904], 5 T.C. 159). 


Question 5 (b). Js the present distinction between profits liable 
to charge and those not liable to charge as being capital profits 
satisfactory ? 


21. On the whole, we consider that the present distinction 
is satisfactory in practice, although anomalies arise in 
border-line cases as they always must wherever the line of 
demarcation is drawn. 

22. We refer, however, in a later paragraph to the effects 
of the decision in the Law Shipping case. 

23. The report of the Committee on the Taxation of 
Trading Profits (Cmd. 8189) asserts that the theoretical 
view which requires ‘“‘ that a proper system of computing 
profits must necessarily take into account changes in the 
value of money ” is a view which “ is certainly not generally 
accepted by the majority of accountancy opinion”. The 
Council of the Society of Incorporated Accountants and 
Auditors wishes it to be known that it is not in complete 
agreement with this assertion. 


24. Accounting practices as now applied to the periodic 
measurement of business income were conceived in a period 
of relative price-level stability. In the past decade persistent 
depreciation in the value of money has called into question 
with gathering momentum the validity of some of these 
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practices and has reached a point which compels their 
re-examination. The finance required to preserve operating 
assets so as to maintain production is a cause of anxiety to 
all who are concerned with the management and efficiency 
of industrial enterprise. There exists a serious danger of 
real capital consumption which accounting practices tend 
to veil. 

25. The Council of the Society has therefore set up a 
representative committee to re-examine the theoretical 
view to which the Committee on the Taxation of Trading 
Profits refers, with the object of making recommendations 
possible of acceptance by both the business community and 
the accountancy profession. 


Question 6. Js the basis of computing income from property 
under Schedules A and B satisfactory ? 


26. We regard the present system of taxation of income 
from property as unsatisfactory. Schedule A is an historical 
curiosity in that with Schedule B it provides the only 
instance of a tax on a notional income. We refer, of course, 
to the case of the owner-occupier of a house or lands. A 
tax on the value of the house in which a man lives has no 
greater justification in logic than a tax on the value of his 
household goods. In general terms, we do not favour 
taxation on imputed or notional incomes. 


27. We recognise, however, that the abolition of taxation 
of owner-occupied properties would result in a loss of 
revenue which would not be counterbalanced by any corre- 
sponding gain from other proposals for the reform of 
taxation of rents which we are about to put forward. 
Accordingly, we see no practicable alternative at present to 
the retention of assessment under Schedule A in these cases. 


28. So far as the taxation of rents is concerned, we regard 
the present apparatus of Schedule A assessments, “‘ excess 
rents’, assessments under Case VI of Schedule D, and 
maintenance claiming, etc. as cumbersome and divorced 
from reality. We propose instead the assessment of receipts 
from the ownership of property on a Case I, Schedule D 
basis. To meet the objection that numbers of properties 
are owned by persons of small means, keeping no adequate 
records of expenditure, we suggest that as a qualification 
to this principle, in appropriate cases assessment should be 
upon the actual rents receivable as between independent 
parties, less any rates payable and less a statutory deduction 
to cover repairs, etc. (as at present provided for by 
Schedule A) with an option to the taxpayer to substitute 
actual expenditure for the statutory allowance. ‘This 
option would be exercisable once for all, and in respect of 
all properties in the taxpayer’s ownership. Any excess of 
allowable expenditure over receipts would be available 
either for set-off against other taxable income for the corre- 
sponding year of assessment, or for carry forward against 
future profits from property owning. 


29. ‘The tax would, of course, be recoverable in the first 
instance from the owner of the property, but power would 
be reserved to the Revenue, in case of default, to require the 
tenant to pay the tax, provided the tenant is in a position to 
recover the amount so collected from him against rent 
becoming due from him. 
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30. Such a reform would render unnecessary exc. rents 
assessments, maintenance claims and the separate cc :puta. 
tion of profits from letting furnished, and if combin: with 


a rational treatment of premiums on leases would }~ve the 
additional advantage of removing the present inde cnsible 
difference in treatment of lettings falling under ‘cctions 


15 and 16 respectively of the Finance Act, 1940. © 


31. In regard to leases, we would adopt the principles 
set out in para. 225 of the report of the Millard Tucker 
Committee on the Taxation of Trading Profits. The adop. 
tion of the Case I basis for rents would go some way towards 
meeting the points advanced in para. 279 of that report. 


32. Weare opposed to the present distinction in treatment 
of industrial and other business premises under Part I of 
the Income Tax Act, 1945. In our opinion, the scope of the 
allowance should be extended to cover all premises used for 
the purposes of concerns assessed or liable to be assessed 
under Cases I and II of Schedule D. (To make actual 
assessment under Case I the test of eligibility might exclude 
from allowance buildings occupied by Life Assurance 
companies in respect of which the Crown exercised its 
option to assess under Cases IV and V—see Gresham Life 
Assurance Society Ltd. v. A.G. [1916], 1 Ch. 228, 7 T.C. 36.) 


33. Generally the concession whereby capital allowances 
are added to losses for the purposes of Section 34, Finance 
Act, 1918, should be given legislative sanction and the 
principle shouid be extended to the relief due under Rule 13, 
Cases I and II of Schedule D. 


34. Assessment under Schedule B of amenity lands is 
illogical in principle and produces only a trivial yield of 
tax. We are in favour of its relegation to the limbo of 
window tax and the tax on manservants. 


35. We are in favour of bringing the assessment on all 
woodlands under Schedule D, but we recognise the diffi- 
culties that exist in the case of plantations of long standing 
in respect of which adequate records of past expenditure 
may not be available. We therefore recommend that the 
present basis of assessment under Schedule B, with the 
option to elect for Schedule D, should remain. Such an 
option once exercised should remain effective in respect of 
any particular block of woodlands notwithstanding sub- 
sequent changes of ownership. Anomalies such as those 
disclosed in the recent case of C.1.R. v. Williamson [1951], 
31 T.C. 370 would thereby be reduced. 


Question 7. Should the present rules about deductions fo 
outgoings and expenses be altered ? 


36. We are in general agreement with the conclusions of 
the Millard Tucker Committee on this point. We are in 
favour of an allowance for wasting assets (see Question 5 (@ 
supra). 

37. We are conscious of the hardship produced in some 
cases by the jealously restricted language of Rule 9 of 
Schedule E, and in principle would be in favour of some 
relaxation in order to equate the position of the employee 
that of the trader assessed under Schedule D. 


38. The application of the principle of the Law Shipping 
case produces, in our view, unsatisfactory results. The 


are 


the 


ref 
the 


4I. 
dela 
to d 


pani 
sion. 
of fi 
is a 
Inla 
stan 
rates 
Rev 
repo 
appe 
Was! 
speci 
If ou 
syste 
imm 
the 1 


Seles eee ae BT ag er Bits ak De See ae oe 
x ie 
a 
eq 
‘ ca 
rep 
" Re 
39: 
: stri 
1 or 
‘ ’ 
con 
c and 
rep 
. : imy 
< una 
, 40. 
3 in t 
. ‘De 
4 fron 
be ; 
Bins usec 
im stro 
: the 
i be 
: of t 
Que 
s Que 
0 
: a 
Ne 42. 
relief 
a + a ik 5 Bee. Meats ae lal a 8 Se eee pe A » eS i eal a i. os 3 aia 


objection have been fully discussed from time to time and 
are well snown to the Commission. We confine ourselves 
therefore to saying that we think that it would be just and 
equitable that, where the trading profits of the vendor of a 
capital asset were increased by the deferment of necessary 
repairs, 071 allowance should be made to the purchaser of 
the expenses actually incurred by him in executing those 


repairs . 


Replacement of Buildings 


39. Strong representations have been received that the 
strict application of that part of the decision in the case of 
O'Grady v. Bullcroft Main Collieries Ltd. [1932], 17 T.C. 
,which relates to the replacement of an unsafe chimney by 
Mew structure is resulting in serious hardship under existing 
conditions. Due to the difficulties of carrying out repair 
and maintenance work adequate to preserve full efficiency, 
replacement at present high costs frequently becomes 
imperative and—in part at least—effectively makes good 
unavoidable shortfalls in previous maintenance costs. 


jo. It is hoped that the official attitude will be modified 
in the light of the recent decision in Samuel Jones & Co. 
‘Devondale) Ltd. v. C.I.R. [1951], T.R. 411, since apart 
from the general issue of principle that deduction should 
be allowed for income tax purposes in respect of all assets 
wed up in the course of trading operations, there are 
strong equitable grounds for the allowance of so much of 
the cost of replacement of buildings as can be shown to 
be attributable to inadequate outlay on the maintenance 
of the asset replaced. 


Question 8. Are the provisions for relief in respect of double 
taxation satisfactory ? 


41. At present considerable inconvenience is caused by the 
delay in ascertaining the rate of indirect tax appropriate 
to dividends from United States and other foreign com- 
panies. Some arrangement should be made for a provi- 
sional allowance in respect of this tax, pending ascertainment 
of final figures. On the whole, however, we feel that this 
is a matter for administrative action by the Board of 
Inland Revenue, rather than for legislation. We. under- 
stand that, so far as concerns the United States of America, 
rates of tax are reported to the Commissioners of Internal 
Revenue in Washington, by whom they are, on request, 
reported to the Board of Inland Revenue. Some delay 
appears to occur because particulars of rates, as reported to 
Washington, are not made available in this country until a 
specific request for them is made by an inspector of taxes. 
If our information on this point is correct, it seems that the 
system could be improved if provision were made for 
immediate and automatic transmission of information from 
the United States to this country. 


Question 9. Should the present system of graduation by means 
of the exemption limit, personal allowances, reduced rate relief 
and Sur-tax be altered ? 


42. \We are in favour of the extension of earned income 
relief :o Sur-tax. To avoid loss of revenue to the State the 


allowance of this relief could be coupled with a reduction 
in the level of income at which Sur-tax is levied. In effect, 
Sur-tax would then be levied to some extent upon assessable 
as opposed to statutory income. 


43- In general we see no alternative to the present system 
of graduation of tax, unless a completely different system of 
taxation be adopted. The number of graduated steps 
in the reduced rate relief should be increased, however, to 
even out the relief, while Sur-tax should be averaged on the 
lines suggested by the Millard Tucker Committee (para. 89). 


Overtime Earnings 


44. Under any system of graduation, overtime earnings 
are bound to attract a higher rate of tax and we see no 
escape from this result. The imposition of a lower rate of 
tax on overtime earnings is superficially attractive under 
present circumstances, but would result in a reduction in 
the total yield of tax and would be unfair as between one 
class of taxpayer and another. For instance, the manager 
of a grocer’s shop would pay less tax if he worked, say, 
52 hours per week than a trader with an identical income 
who worked longer hours in his own business. Unless a 
scheme of great complexity were introduced, it would also 
encourage the working of alternate periods of overtime 
and short time. 


45- For these and other practical reasons we are opposed 
to any differential rate of tax on overtime earnings. 


Question 10.—Should the existing differentiation between earned 
and unearned income be extended or reduced ? 


46. So long as the rate of taxation remains at its present 
high level, there is a good case for extending the range of 
earned income relief in order to provide an incentive to 
increased effort. We have referred above (in para. 42) to 
the extension of earned income relief to Sur-tax. 


Question 11. Are alterations necessary in the rules governing 
personal and other allowances ? 


47. We consider that some relief should be given to tax- 
payers who bear the cost of educating their children. 
While it is difficult to devise a scheme that produces perfect 
equality of treatment without relieving “ luxury expendi- 
ture ” we feel that substantial justice would be produced 
if a deduction were made from assessable income for actual 
fees paid for tuition at educational establishments. There 
would be an upper limit to the deduction by reference to 
an amount fixed from time to time by the Minister of 
Education as representing the cost to the State of education 
at a State-provided school. In calculating the fees paid by 
the taxpayer, sums received from scholarships and grants 
from local education authorities would be deducted. 
48. Alternatively, as a simpler method, actual fees paid 
for education, not exceeding, say, £80 per annum, would 
be deductible so long as the child qualified for child allow- 
ance under the existing legislation. 

49. Where under existing legislation child allowance is 
given in respect of children over 16 receiving whole-time 
trade, vocational or professional training, the upper limit 
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of permissible emoluments should be raised from £13 per 
annum to a figure more in keeping with present-day 
conditions—say £52 per annum. 


Question 12. Should the rules about the taxation of husband 
and wife be altered 
(a) as regards aggregation; 


(b) in any other respect ? 


50. The only logical method of avoiding the incurring of 
a fiscal penalty as a direct conséquence of marriage is to 
recommend that the incomes of husband and wife should 
first be added together for all the purposes of income tax 
and Sur-tax and that assessments should then be raised on 
each on one-half of tiie statutory total. The present 
necessity of avoiding loss of revenue precludes this recom- 
mendation, and we therefore suggest that the income of 
husband and wife should continue to be aggregated for 
taxation, but that earned income relief should be separately 
computed for each spouse, with a separate maximum limit. 


Question 13. Should P.A.Y.E. be altered or abolished ? 


51. On the whole the P.A.Y.E. system works satisfactorily 
and most of its difficulties are administrative. Provided 
that the “‘ cumulative ”’ principle is retained, we are unable 
to recommend any substantial change in the system. 


Question 14. Should the principle of deduction at source be 
extended or restricted ? 


52. We feel that the system whereby certain small pay- 
ments of interest on Government stocks are paid without 
deduction of income tax has outlived its usefulness. It leads 
in practice to friction between the taxpayer and the 
Revenue and to unnecessary work in computing and 
recomputing small assessments where holdings are varied. 


53. Accordingly, we recommend that tax should be 
deducted at source from all such interest payments. If this 
is considered to be a deterrent to the small investor, we 
consider that the difficulty can be met by the issye of 
National Savings Certificates on suitable terms. 


Question 15. Should the method of assessment to Sur-tax be 
altered, and in particular should it be deducted from*salaries ? 


54- We realise that the deduction of Sur-tax from salaries 
would be convenient to many taxpayers and it would 
certainly avoid the present time-lag in the assessment of 
Sur-tax, but we have been unable, however, to devise any 
method which would be generally satisfactory. 


55: We think it would be an advantage if tax reserve 
certificates were made valid for up to five years so as to 
render them more suitable for the individual whose sur- 
taxable income is fluctuating from year to year. 


56. We would reiterate here the desirability of some form 
of averaging Sur-tax liability over a period of years, and 
our support for the system suggested by the Millard Tucker 
Committee in para. 89 of their report. 
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Question 16. Are any alterations desirable in the system of 
administration and the functions of the various stati:l ry bodies 
or persons connected with taxation ? 


57. The functions of the General Commissioners haye 
greatly changed since 1942 and, apart from the’ formal 
signature of certain assessments, their duties are confined 
in practice to the hearing of appeals against assessments 
and of claims to certain reliefs and repayments, iogether 
with the statement of cases for the opinion of the High 
Court. So long as there exists an alternative tribunal, the 
Special Commissioners, by which the taxpayer can elect 
to have heard appeals involving difficult questions of law 
or the examination of voluminous and complex evidence, 
we are in favour of the retention of a system of local lay 
tribunals to deal with the bulk of appeals. An adequa; 
determination of those appeals requires more often a degree 
of common sense coupled with some knowledge of business 
and the ways of the world than a detailed acquaintance 
with the obscurely expressed provisions of the taxing Acts, 
On matters of law the Commissioners have at their disposal 
the advice of their clerk. 


58. Our recommendations are therefore confined to the 
following: 

(a) The system of selection and qualifications of General 
Commissioners should be reviewed and the property 
qualifications should be abolished as being inappro- 
priate to present-day conditions. 


(6) An age limit of 70 or 75 years should be enforced for 
Commissioners, and also for their clerks. 


(c) Consideration should be given to the possibility of 
setting up County or Area Commissions, composed 
of, say, four persons selected from a list of nominations 
by General Commissions from among their own 
number. Such a body should have as its president a 
legally qualified member. Appeals would be taken 
to it only with the consent of the appropriate body of 
General Commissioners; refusal of such consent would 
itself be a subject of appeal to the Area Commis- 
sioners. The right to be heard by the Area Com- 
missioners would be confined to cases unsuitable for 
hearing by General Commissioners, either on account 
of their length or complexity or because personal 
knowledge of the appellant by the latter was a source 
of embarrassment to either. 


59- It might be possible to couple with this scheme one 
for the circulation to Area Commissioners and their clerks 
of important decisions on matters of principle, wherever 
given, with a view to building up a uniformity of practice 
which is now, in some cases, notoriously lacking. Collec- 
tions of such precedents, which would not disclose the names 
of the taxpayers concerned, might well be made available 
to the public from time to time. At present both taxpayers 
and their professional advisers are sometimes placed in 
difficulties by the absence of any means of knowing how 4 
particular transaction will be regarded by a particular 
body of Commissioners. By way of illustration, we may 
mention that the attitude of different bodies of Commis 
sioners towards the question of entertainment expenss 
varies as widely as their geographical situations. 
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Time Limits 


§o. The period within which claims to repayment must be 
jodged should be not less than two years. This is particu- 
larly desirable in the case of claims under Section 34, 
Income ‘lax Act, 1918, the proviso to Rule 11 (1), Cases I 
and II, Schedule D, and in the case of new business reliefs, 
where an unavoidable delay in the preparation of accounts 
may prejudice a taxpayer’s right to relief. 


General Comment 


61. In considering the matters referred to in its evideace, 
the Society has throughout been conscious of the limitations 
imposed by the proviso to the Royal Commission’s terms 
reference. The present total burden of taxation is such 

r at there are great difficulties in balancing losses to the 
Revenue, arising from the removal of anomalies and 
inequities, by any corresponding gains from new imposts. 
Any major reform of the income tax system as a whole 
appears to the Society to be impracticable so long as the 


overall yield of tax has to be maintained. On this matter 
and on the burden of taxation at its present level the Society 
has set out its views at greater length in paras. 1 to 5, 18 
and 19, of its evidence submitted under Part A of the 
Heads of Evidence. 


62. As a modest but practical step in the right direction 
it is suggested that a review of the Income Tax Acts be 
undertaken with a view not only to correcting anomalies 
and ambiguities but also to modernising the law. Such a 
review could be carried out piecemeal, with each year’s 
work confined to sections covering a specific subject matter 
and resulting in the incorporation of any necessary amend- 
ments in the annual Finance Act. When the whole of the 
ground had been covered, it would be possible to introduce 
a Bill consolidating the Law of Taxation, including the 
reforms which had been made in the systematic stages 
suggested. 


13th February 1952. 
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5. 
Compensation for Loss of Office 
Recommendations are made as to spreading liability 
for Sur-tax purposes. 


Benefits in Kind 
The practical difficulties of taxing such benefits would 
outweigh the advantages. 


Remuneration of Non-resident Directors 


Liability should be assessed under Case 1, Schedule 
D. 


Annuities 
The capital content of purchased life annuities should 
be relieved from taxation. 


Wasting Assets 
In computing profits, allowance should be made for 
wasting assets. 

Capital Gains 
A tax on capital gains is neither practicable nor 
desirable. 


6. 
Taxation of Income from Property 


Receipts from the ownership of property should be 
assessed on a Case 1, Schedule D, basis, with an option 
to the taxpayer (to be exercised once for all) to be 
assessed on actual rents received, less rates and a 
statutory deduction for repairs. 


Leases 
The principles recommended by the Millard Tucker 
Committee (para. 225) are accepted. 


Capital Allowances 


The scope should be extended to cover all properties 
used for the purposes of trades, etc., assessed or assess- 
able under Case 1, Schedule D. 


Schedule B 
Abolition is suggested as respects amenity land. 


Woodlands 


The present basis of assessment under Schedule B 
should remain with an option to elect for Schedule D. 


Fe 
Deductions for Outgoings and Expenses 
There should be some relaxation of Rule 9 of Schedule 


E so as to equate the position between employees and 
traders assessed under Schedule D. 


Replacement of Buildings 
Allowance should be given on that part of the cost of 
replacement where attributable to previous inadequate 
outlay on maintenance. 


8. 
Relief for Double Taxation 


Administrative action is required to facilitate smoother 
availability of relief. 


SUMMARY 


Para. 
9. 
6 Graduation 
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If present system of taxation is retained there is no 
alternative to existing method of graduation. Earned 
income relief should be extended to Sur-tax, possibly 
lowering the level of income at which Sur-tax is levied, 
Sur-tax should be averaged as suggested by Millard 
Tucker Committee (para. 89). Number of graduated 
steps in reduced rate relief should be increased. 


Overtime Earnings 


There appears to be no alternative to overtime earnings 
attracting higher rates of tax unless a scheme of great 
complexity were introduced; a differential rate of 
tax on these earnings should not therefore be applied. 


10. 


Extension of Earned Income Relief 


Earned income relief should be extended during 
present level of taxation. 


11, 


Personal Allowances—Children 


Relief should be granted in respect of school fees 
actually paid and the limit of earnings of trainees 
and apprentices should be raised to £52 per annum. 


12, 


Husband and Wife 


Earned income relief should be separately computed, 
with separate maxima. 


14, 


Deduction at Source 
Tax should be deducted from interest on all Govern- 
ment stocks. 


‘ 


16, 


Administration 

Property qualification for appointment of General 
Commissioners should be abolished and generally 
system of selection reviewed. There should be an age 
limit of 70-75. There might also be a case for establish- 
ing a further body of Commissioners, and also for 
some general circulation of decisions on matters of 
principle to facilitate uniformity of practice. 


Time Limits 


Time limit for lodging claims to repayment should 
be a minimum of two years. 


Generally 

A continuous review of the Income Tax Acts should 
be undertaken, a specific subject matter being reviewed 
each year, the necessary amendments following to be 
incorporated in the annual Finance Act. At a later 
stage, a Consolidation Bill should be introduced 
embracing the reforms which would have resulted 
from the annual reviews. 
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Assistant Secretary: J. D. NIGHTINGIRL, A.S.A.A. 
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Members use the designation Incorporated 
Accountant. Fellows may also use the initial 


letters F.s.A.A., and Associates A.S.A.A. 


Admission to membership is by examination 
subject to satisfactory completion of articles of 
clerkship for five years (university graduates 
three years). Six years’ approved professional 
experience may be accepted in lieu of five years’ 
articles. Exemption from the Preliminary 
Examination is granted on production of certain 


educational certificates. 

Articles may also be integrated with full-time 
study at certain universities. Under this scheme 
a specific university degree and the professional 
qualification can be attained in a total period of 


52 years. 


All candidates must pass the Intermediate and 
Final Examinations, except that graduates under 
the universities scheme are exempted from the 
Society’s Intermediate Examination. 

Some concessions may be granted in respect 
of whole-time war service. 

There are Branches of the Society in Scotland, 
Ireland, Canada, Australia, and South Africa, 
and District Societies in all parts of England and 
Wales, Northern Ireland, and India. Students’ 
Societies and Students’ Sections operate 
throughout Great Britain, Northern Ireland, and 
Eire. 

Members of the Society are not allowed to 
seek professional business by advertisements 


or circulars. 


The editorial and contributed articles and notes in ACCOUNTANCY cover a wide range of subjects 
and are selected for their general interest. The views expressed are not necessarily shared by the 
Council of the Society of Incorporated Accountants. 
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Forgive the platitude—but it has a moral. Take, for instance, yourself—your office staff—are you 
trying to squeeze into the day’s work more than can possibly be done ? Is correspondence—office work 
—spilling over to the next day—and the next? 

It should not—it need not! Dictorel—the most advanced dictating unit—keeps you up to date. Enables 


rou to dictate whilst your secretary is out or busy with other duties—enables her to transcribe whilst 
ser are dictating. Work goes with a swing—OFFICE COSTS ARE CUT BY 25 PER CENT. 


ee ~~ 
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Dictorel dictation is unique; discs, wire belts, tape are superseded—it 
is the only machine that uses ordinary commercial size paper (called 
Dictograms) as the recording medium. Fed into the machine as with 
a typewriter it instantly appeals to the typist—as does the quality of 
reproduction—the easy reference back or forward to any point in the 
dictation—and the amazing simplicity of operation. 


but more work goes inte less time 
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Regd. Trade Mark 
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of Joint Stock Companies 
(Gore-Browne) 41st Edition 


By PHILIP J. SYKES, M.A., Barrister-at-Law, a Bencher of 
Lincoln's Inn, L. J. MORRIS SMITH, of Gray’s Inn, Barrister-at- 
Law, OLIVER SMITH, of Lincoln's Inn, Barrister-at-Law, and 
STANLEY BORRIE, Solicitor, joint editor of ‘Law of Stamp 
Duties (Alpe)."" 
Completely revised and re-set. Known as the unique One Volume 
treatise on company law and practice, 
63s. net; by post 64s. 6d 


The Companies’ Diary and 
Agenda Book, 1953 


Edited by J. GORDON HASSELL, F.C.LS. Cloth Bound. 
The 7oth year of issue. In addition to being a diary, this volume is a 
useful reference book for those engaged in conducting limited companies, 
12s, 6d. net; by post 13s. 5d 


The Profits Tax Manual 


By JAMES S. HEATON, Incorporated Accountant. 
“This clear, comprehensive and practical book is the best that ha 
come our way on this subject.””—Solicitors’ Journal, 
20s. net; by post 20s. 8d 


JORDAN & SONS, LIMITED 
116 CHANCERY LANE, LONDON, W.C.2 


——— 


LTD., 


If you are bewildered”by the many dictating machines on 
the market you can save yourself time and trouble by 
seeing Dictorel first. A demonstration under your own 
working conditions can be arranged, without obligation. 


JOHN FOORD 


& COMPANY 


Established over a century 


VALUERS AND 
ASSESSORS 


OF WORKS, FACTORIES 
PLANT and MACHINERY 


56 VICTORIA STREET, 
LONDON, S.W.1 


Victoria 2002/3 /4 
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MAY 1952 


EXAMINATION RESULTS 
(Institute and Society) 


Pupils of 


obtained 
Institute Final : Society Final : 
FIRST PLACE FIRST PLACE 
SECOND PLACE SECOND PLACE 
THIRD PLACE THIRD PLACE 
Institute Intermediate: Society Intermediate : 
FIRST PLACE FIRST PLACE 
SECOND PLACE SECOND PLACE 
THIRD PLACE THIRD PLACE 


Certified Intermediate: FIRST PLACE 


Apply for syllabus of tuition to 
16 COLEMAN STREET, LONDON, E.C.2 


Telephone MONarch 2487 


H. FOULKS LYNCH & Co 


NOW READY 


INCORPORATED 


STUDENTS’ 


TELEPHONE 


Containing 
QUESTIONS 
set at the 
INTERMEDIATE AND FINAL 


Examinations of the Society of Incorporated 
Accountants and Auditors in 


MAY 1952 
with 


ANSWERS 


by the Directors and Tutors of 


H. FOULKS LYNCH & CO 


Price 5s 6d By Post 5s 9d 
SOME EARLIER ISSUES ARE STILL AVAILABLE 


16 COLEMAN STREET, LONDON, €E.C.2) 
Telephone MONarch 2487 


COMPANY 
FORMATION 


FOR SERVICE AND SATISFACTION 

you cannot do better than use one of 

the five DAVY COMPANY OUTFITS 

coupled with the DAVY SERVICE for 
your next company formation. 


Write for full details and a draft copy of 
Memorandum and Articles of Association, 
settled by Counsel, to: 


CHAS. DAVY & CO 


LIMITED 
Company Registration Agents 
City Branch 
11 MASON’S AVENUE, LONDON, EC2 


Head Office 
3-11 PINE STREET, LONDON, EC1 
Telephone Terminus 6267 (5 lines) 
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INDUSTRIAL AND COMMERCIAL \ 


g.€. F.C, 


FINANCE CORPORATION LTD. 


SHAREHOLDERS 


THE ENGLISH AND SCOTTISH BANKS 


I.C.F.C. meets the need of the Accountant who has to find a suitable source of capital within 
the range £5,000 to {£200,000 for his business clients. The Corporation has developed a 
tradition of close co-operation with the profession to whose clients it can offer a service 
which includes : 


Subscription of shares issued by private or public companies. 


Long-term loans repayable by agreed stages over periods ranging up to twenty years. 


The facilities offered are in every case designed to suit the particular needs and the capital 
structure of the concern. 


Write for particulars to: 
THE GENERAL MANAGER, 7 DRAPERS’ GARDENS, LONDON, E.C.2 


or 


THE BIRMINGHAM MANAGER, 
214 HAGLEY ROAD, 
BIRMINGHAM, 16 


THE MANCHESTER MANAGER, 
INDIA HOUSE, 73 WHITWORTH ST., 
MANCHESTER 


Che Pustitute of Caxation 


President: S. A. SPOFFORTH, F.C.A., F.S.A.A. 


Vice-Presidents : | 
C. Gorpon Howarp, B.A., and Jas. Woop, A.c.A. 


Secretary: G. B. Burr, F.C.1s. 


Membership of the Institute is open only to applicants who have passed either the 
examinations conducted by the Institute of Taxation or the final examination of certain 
professional bodies. 

Fellows and Associates receive each year : an annual text-book, an annotated copy of 
the Finance Act, Digests of Tax Cases and monthly circulars on special taxation subjects. 

Students and others may subscribe to a scheme under which they receive all the 
publications except the monthly circulars. 

Examinations for Fellowship and Associateship are held half-yearly. Copies of past 
Associateship Examination papers, with suggested answers, are available at 3s. gd. each, 
post free. 


FULL PARTICULARS MAY BE OBTAINED FROM 
THE SECRETARY 


THE INSTITUTE OF TAXATION, CLIFFORD’S INN, LONDON, E.C.4 
——————— 
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%& ARTICLED CLERKS—Sound, authoritative, complete Courses for 
the Institute and Society Examinations. POST THIS 
3% AUDIT CLERKS—The famous “ Safe Pass” Courses for $.A.A. and COUPON TODAY 
A.C.C.A Please send me a copy of your 
Aebegpial Prospectus. I am interested in the 


*! QUALIFIED MEN — I.C.W.A. Courses and Training for as The Institute* 
Examinations of The Society 


Management. 
% CAREERS IN INDUSTRY—Incomparable I.C.W.A. Courses. 


% JUNIORS—Carefully graduated Courses in Book-keeping, Auditing 
and all Commercial subjects. Specialised Courses for the Prelims. 


Post coupon, or write, to 
THE SCHOOL OF ACCOUNTANCY 
105 Regent House. 6 Norfolk Street, London, W.C.2, 
and at Glasgow P nie ; 
Examinations, or in non-examina- 
40 years of Successful Educational Service tion tuition, please add details. 105 
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i your special Loose Leaf requirements 
are straightforward or unusual Twinlock 
experience will ensure satisfaction. 

Let us help with your needs—prices are 
reasonable, deliveries prompt. 


See what: Fwintock can 


PERCY JONES (Twinlock) LTD., 37 CHANCERY LANE, W.C.2 (Tel. CHA. 8971) 
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METROPOLITAN COLLECE — 


At the C.A. & S.A.A. Examinations, Students of the Metropolitan 
College have gained more than 


8.250 SUCCESSES & 242 HONOURS 
including 
54 FIRST PLACES 
37 SECOND PLACES 


65 THIRD & FOURTH PLACES 


Also numerous Prizes, Medals and Scholarships 


The Metropolitan College provides: 
Specialised Training 


for the examinations of the 


INSTITUTE & SOCIETY 


Inst. of Cost & Works 
Accountants 


Chartered Institute 
of Secretaries 


B.Sc.Econ. & LL.B. 
Degrees 


(University of London) 


x WRITE TO-DAY for a free copy of the a * Accountancy ' prospectus 
to the Secretary (A3), METROPOLITAN COLLEGE, ST. ALBANS, OR CALL.: 
30 Queen Victoria Street, London, 


E.C.4 (Phone: City 6874). S T A LB A N S 


% Please state in which examinations 
you are interested. 


Everyone dealing with E.P.L. will have to buy 


AN EXPLANATION OF THE 


EXCESS PROFITS LEVY 


by H. A. R. J. WILSON, F.c.a., F.s.A.A. 
author of Spicer & Pegler’s Income Tax, tgth edition 


This is a summary condensed as much as is consistent with complete exposition of the principle of the 
tax and adequately illustrated by practical examples in the form used by the Inland Revenue. With 
the help of the official form this book is a thorough guide through this complicated legislation. Mr. 
Wilson’s Excess Profits Tax Simplified and Winding up the E.P.T. were most authoritative and popular, 
and his new £.P.L. will be a worthy successor. 


Paper cover 8s. 6d., post free U.K. gs. 6d. 
H. F. L. (PUBLISHERS) LTD. 


66 CHANDOS PLACE, LONDON, wW.C.2 


Cloth bound 12s. 6d., post free U.K. 13s. 6d. 
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— a journal 
devoted to 
Hollerith 

Punched Card 


Accounting 


This one issue of THE TABULATOR 
describes Hollerith applications in 
an important Textile Mill, details 


a revolutionary service provided 
through Hollerith to a Wholesale 
Grocery firm’s 2000 customers, 
explains the working of a 
Hollerith Service Bureau and 


G 
contains much also of general v 
interest. You should read . 
THE TABULATOR regularly, a 
Pp 
ti 
n 
e 
| a 
To have your name put on the regular oC 
REGD. mailing list for THE TABULATOR, apply — on 
D your official noteheading, please — to: a 
EI t ical PUNCHED CAR | oO 
e C 0 U N T ' N G THE BRITISH TABULATING . 
AC | MACHINE COMPANY LTD ; 
ce 
ee ees 17 Park Lane, London, W.1 * Te/ephone: REGent 8155 : 
oO 


Offices in all principal cities in Gt. Britain and oversea 


} cf {oe occa,” ee | i a SE ewe as a ee 
HS: 
eee ' 
a . SS SEES Seep ep ete ape epee aE 
SS > SSS EEE eee eee ec ere repaid eee ee PPP ee aa TEER 
: SS REE SR SSRI 
. SS 3 eee 3232S 
7. == 5 PAD tes 2 ee ee a 
3 ae £52 oS er So Sy ieseet — ans $ifiSSIISiISssI 
a oo eo oe oo . = 5S ~~. S-: : peeeee tees 
Y Pas - eee a Ss SS SS SS Bi ee 
f cS SSeS = —<—————— SEES = Seperate iis2252 aa 
SS ::: MIQURNAL DEVOTED 30:47 | ines ———— - ee 222 
Ny ic a SS GS AOLLERITA vunciicad ———S Ee 
. SS Ee = Ses om 
Sa eewssasos22227- Se SS SSS 
SSS SSE SSS = Boccssonseecescesesess 222s Sse 
a SSS a —w > is2zssssesse22-22s22sos eee 
‘ SSeS SSS = 
[SSS sscazzss25 eS 
4 sse=2= Sistsssssssasssesesos== HSS SS J 
SSS Se SSS 
: SSE See maa: 2tstaa 
ie: = ty aR —————=>= 25235553 
: —— 
aes iit ——— 
x = ee 
‘ tess: Sst2io2222222222222 | 
SSeS arene seeps ——— | 
: SSS ES SSS _ _SSSS==S>S>= | 
; es — SS eae 
fe SSS SS SSE ——SS= 
p a SES SSS SS 
So __O———_——X>——————SSS OSS ~ 
SSS = SSSS==_ 
- = SS—> = 
[SSS ===. 
: SSS ———SSSSSS=== 
= —— 
¥ [SSS — ::°222222 = 
SSS = —— SSS 
3 = SS — 
SSS = = 
SSE : 
‘ SaaS = 
—S[>S>S>[>[SSSSESESES = —-=:::=8 
. SSS SS | 
SSS SSS —= 
ee S252 SSSS=== | 
- SS 22 ee = 
: ———— == —_——SSppSaSSESa]= | 
5 SSeS. =< ———S=_=—— ———— 
‘ SS —————— 
Fs SSE SS —————— 
SSS sssesszsas ——— 
: SSE 3sissaez5 >= —— 
" as = —— Ss — ——_—_——_——— — 
é SS SS — SSS ——— 
y ‘ 
¢ 
thi 
7 fa 
fo 
; in 
a eee 
; Vili 
eae o ‘ a 
si .*: es : 4 = ¥ p> eee ‘a: 7 ae ‘ SS ees. =) eae eee a é : 
oi ty ee ee Se AOS, © A ane Fa 8 ee cee E- ) 2 ee _ ai a (ee hay, > al 


weet 


G. & W. COLLINS LIMITED, large 
wholesale food distributors, operate 
through branches in the North West. 
When they decided to concentrate buying 
and accounting operations in the Liver- 
pool office they realized that more de- 
tailed and prompt information would be 
needed by their branches. Could they 
establish a more effective system of 
management-control now that the ac- 
counts were centralized? 

With this problem Collins cailed for 
advice from machineaccounting specialists 
of Burroughs Adding Machine Limited. 

After investigation, Burroughs sugges- 
ted the installation, in Collins’ Liverpool 
office, of a Burroughs Typewriter Ac- 
counting machine for all Purchase and 
General Ledger work, with detailed posting 
of assets, revenues, liabilities and expenses. 

Result: Apart from the great saving in 
time and labour in the office (one girl, in 
fact, does all recording) Collins now get a 
monthly analysis of all expenditure in time 
for branch managers to keep within their 
individual budgets. Collins installed their 


* Peasy 


Through their branches these wholesalers were 
supplying many thousands of retailers with food- 


stuffs. Their goods went out “‘on time, all the time.” 


first Burroughs machine twenty years ago, 
since then every accounting department of 
the business has been mechanized. The in- 
stallation of the general-purpose account- 
ing machine is the culminating factor inthe 
preparation of speedy monthly accounts. 

What about you? If your business could 
benefit from faster figuring, call in 
Burroughs. They can offer advice on all 
the latest systems, for Burroughs make 
the world’s broadest line of modern 
record-keeping machines: Adding, Cal- 
culating, Accounting, Billing and Statis- 
tical Machines, and Microfilm Equip- 
ment. Remember, once you have any 
Burroughs machine installed, Burroughs 
Service guarantees its continuous effi- 
ciency in operation. 

The “Burroughs Man” is a trusted 
visitor to thousands of business houses. 


Could the accounts section keep pace? 


Canned figs or canned figures... 
which did the branches need first? 


Call him at any time. Head Office: 
Burroughs Adding Machine Ltd., Avon 
House, 356-366 Oxford St., London, W.1. 
Sales and Service offices in principal cities. 


§ 


i] 


Photographed here is Miss P. L. Langford, at 
work on the Purchase Ledger for G. & W. 
Collins Limited. She is operating the Burroughs 
Typewriter Accounting Machine, which helped 
to solve the Case of The Wholesaler’s Budget. 


For expert advice on business figures 


CALL IN Burroughs 
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READY FOR ANY JOB 
AT THE TURN OF A KNOB 


“COMPLETELY NEW” —those are words that can be applied, 

without reservation, to the Burroughs Sensimatic Accounting 

Machine. If you find it hard to visualize an accounting machine that Man 

is limitlessly adaptable, capable at the turn of a selector-knob of tes 5 an Adi 
. =. 


doing countless different jobs for a small firm, or a vast amount of 
one particular job for a large organization, it is time you saw the 
Sensimatic in action. 

The key to the machine’s astonishing versatility is the newly dis- 
covered principle of “‘Sensimatic Control” —the incorporation of a 
“mechanical brain” that directs the machine through every mathe- 
matical function and every carriage movement during a posting 
operation. Each Control Unit guides the machine through four 
separate operations, and, since there is no limit to the number of 
different units you can use, there is no /imit to the number of account- 
ing jobs the Sensimatic can do. The Control Unit can be changed 
by the operator in a matter of seconds. 

You owe it to your business to let Burroughs show you the 
Sensimatic today. Burroughs Adding Machine Limited, Avon House, 
356-366 Oxford Street, London, W.1. Sales and Service Offices in | 
principal cities. 


Burroughs 
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COMPLETELY NEW 


gADAPTABILITY —A turn 
sia knob — that’s all the effort 
xeded to switch the Sensimatic 
fom one posting operation to ia 
other, from Accounts Receiv- 
ible (say) to Stock Records. F 
sores, Costs, Payroll, Purchase 
Ledger, General Ledger, Statis- F 
sical Analysis ; the Sensimatic is a 
eet in a moment for all these é 
ocedures . . .and many, many 
ore. 


SPEED — The Sensimatic’s 
bt key depression, positive 
hm alignment, early key re- Ty, & 
hase, make its operation far £ 
impler, far faster, far more 4 
sily learnt. Anyone who can 
bperate an adding machine can 
xt the Sensimatic into full 
roduction! 


a Sensimatic Control 
which, at a flick of a 
guides the machine 
tically through every 
tical function and 
movement. Each 
tives you any four 
ing operations in any 
tion. 


ZaKeEs AccountiNG MOVE 
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i shares of the Co-operative Permanent earn 2}°/, with income 
tax paid by the Society. But that is not all. You enjoy the other 
advantages of a safe and convenient investment, security for capital, 
and the right to withdraw at short notice. 
To many people these are as important as the rate of interest, and 
by investing with this Society you can secure them all. Moreover, 
you have the solid background of a leading ‘national society with 
nearly 70 years of service to the public. 


Assets £70,000,000 - Reserves over £3,000,000 
INVEST SAFELY WITH THE 


CO-OPERATIVE PERMANENT 


BUILDING SOCIETY 


NEW OXFORD HOUSE, LONDON, W.C.1. Telephone: HOLborn 2302 


City Office: 163 MOORGATE, E.C.2. 
Telephone: MONarch 3556 


950 BRANCHES AND AGENCIES 
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for 1s 3d a week— 


you can be 


SURE 


of obtaining 


LATEST NEWS 
of 
TAX CONCESSIONS 


CHANGES 
IN PRACTICE 


TAX CASES 


presented in clear and 
concise form 


YOUR PROBLEM SOLVED IN FIGURES 


Read 


TAXATION 


Edited by RONALD STAPLES 


PRICE 1/3 WEEKLY 
SUBSCRIPTION: £3 5s YEAR, £1 14s HALF YEAR 


Taxation Publishing Company Limited, 
98 Park Street, London, W1 


TAXATION 


Strongly bound Account Books 
for every purpose in a wide range of rulings. 


Designed to withstand constant usage. 


SPICEKRS 


REDLINE ACCOUNT BOOKS 


Obtainable from your usual supplier. 
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HOTELS 
REQUIRED 


by substantial Applicants 


entrusting their inquiry 
entirely to us 


Strictest confidence assured 
& 
Communicate: Ref. 140 


CHRISTIE & CO. 


Hotel Agents and Valuers 
7 BAKER STREET, LONDON, 


Welbeck 0022 (12 lines) 
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ADDS, SUBTRACTS, 
GIVES CREDIT BALANCE 
AND PRINTS 


The new Olivetti SUMMA is a hand-operated adding listing machine whose 
unique features give it a usefulness well above the ordinary. 


* A single four-position switch sets the machine for 
total or sub-total or subtraction or non-add. 


* Capacity is 10/11 columns. 


* The machine operates either in sterling, or in 
whole numbers and decimals, the changeover 
being made by the simple flick of a switch. 


All totals and sub-totals are printed in red, no idle 
stroke being necessary. 


* The machine gives credit balance automatically. 


The SUMMA is a sturdy machine, attractively finished and conveniently light 
in weight. For a machine that does so much and does it so well, the moderate 
price of £78 is a real investment in office efficiency. 

Write for detailed particulars or ask British Olivetti to arrange for a demonstration. 


BRITISH OLIVETTI LIMITED - 10 BERKELEY SQUARE - LONDON : W:! 
Agents throughout the country 
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In school, or in the office—it’s a dead loss! 


Needless repetition never did anybody any good. Just as modern school practice 
recognises that the tedious re-writing of lines is wasted effort, so in modern 
business Kalamazoo Copy-Writer methods are replacing fruitless repetitive work. 
What about your Wages Department? Do your clerks still undergo the 
unnecessary drudgery of writing Tax Card, Wages Book and Payslip separately ? 
If so, then it’s time and money wasted. The Kalamazoo ‘ Copy-Writer’ wages 
method halves the time taken to prepare your wages, by completing all these 
records at one writing. Here is a simple idea to help your Wages Clerk by 
eliminating tiresome work. Without obligation, post the coupon below for full 


information. 


Kalamazoo 
Copy-Writer 


WAGES METHOD 


10 Kalamazoo Ltd., Birmingham, 31. 
Please give me full information about the ‘Copy-Writer’ wages method, 


without any obligation on my part. 


Name 
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THE 


EXCESS 
PROFITS 
LEVY 


By ROY BORNEMAN, @Q.C., and 
PERCY F. HUGHES, A.S.A.A., F.C.LS. 


AN AUTHORITATIVE WORK 


The Excess Profits Levy, fully illustrated 
with practical examples, is a comprehensive 
survey of the new law. It explains in full the 
Sections of the Finance Act, 1952, dealing with 
standard profits, accounting periods, transfers 
of trades and businesses, and the provisions 
applicable in special cases. 


Price 21s 6d post free 


ORDER FORM 


To Taxation Publishing Company Limited 
98 Park Street, London, W! * Mayfair 7888 


BY iicuicnienniiuniaci copies of ‘THE EXCESS PROFITS 
LEVY’ at 21s 6d each, post free 
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LEOPOLD 1c | 
FARMER SONS 
VALUATIONS 


for Public Issue, Stock Exchange 
Quotation, Balance Sheet, Probate, 
Insurance and other purposes 


also 


AUCTION SALES 


of 
PLANT, MACHINERY AND 
INDUSTRIAL PROPERTIES 


MORTGAGES ARRANGED 
46 GRESHAM STREET, LONDON, E.C.2 


Tel. : Monarch 3422 (8 lines) 
Telegraphic address : ‘ SITES LONDON’ 


SOUND TUITION 


plus 
A CLEAR-CUT GUARANTEE 


is the R.R.C. formula for ° 


YOUR SUCCESS 


in the Examinations of 


THE INSTITUTE 
an 
THE SOCIETY 


Before making plans for further study, you are 
cordially invited to send for free details of the 
efficient, inexpensive training with NO PASS— 
NO FEE GUARANTEE provided by the College. 


Your inquiry places you under no obligation. 


WRITE TODAY, specifying interest, to THE PRINCIPAL, Dept. AY, 


THE RAPID RESULTS COLLEGE 


TUITION HOUSE 


LONDON, 3.W.id 
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“Surely that’s not a matter for my decision? Send Simpkins 
out to get some.” But, of course, anything that aids office 
efficiency is a matter for high level decision. Office efficiency is 


dependent not only upon organisation and training but also, 
to an appreciable extent, upon the quality of such mundane 
equipment as pencils, nibs, files . . . and blotting paper. Com- 
parative tests for swiftness of absorption and length of life 
will demonstrate quite clearly that, in the matter of blotting 
paper, it’s best to 


nde Fowl b 


THE BLOTTING PAPER KNOWN BY NAME 
Obtainable from all Stationers and Stores throughout Great Britain and Hire 


HIGH HOLBORN, LONDON, W.C.1 


ACCOUNTANTS 


Apart from controlling 
your own clients’ audits 
and tax returns there are 
many visible records which 
will interest you from the 
point of view of 

sional advice to your 
clients. These cover Stocks, 
Purchases, Personnel, Sales, 
Cases and Containers, Hire- 
Purchase, Sales and Pur- 
chase Ledgers, Plant and 
Machinery, as well as 
specialised printings. The 
new Statement-Plus Cus- 


An Epic Event in* the ' a eee a ‘ 3 tomer Records—Plus Day- 


Book Sheet will interest all 


History of Office Routine ! ' 3 materially pon yn ae 


In recent years two! beneficial office 
methods have been widely incorporated into ledger accounts alone; you can, by making one entry on a 
administrative work. ledger account, rena a post nas — and —- 
One is visi . A - : . . - 66#% less labour, % fewer checkings and errors. And, 
method bp ner i > oe = Pe yA like. above all, statements ready to go out at any moment without 
Hitherto you could have one OR the other—never both. any end-of-the-month (or is it middle ?) bottlenecks. Nor is 
Either you chose the advantages of having facts and figures at this all: you have a visual warning of monies due, of overdue 
your eye-tips, so to speak, or else you chose the advantages of accounts, a day-by-day check on your figures and—virtually— 
multi-entering. the advantages of machine accounting without machines. _ 
Now you can have both No responsible business executive can fail to be interested in 
Ti sine sentence embodies momentous fct in ise, It eine” MSE ae Sy SShennokeaViseopiee on you 
‘ . “Te 

means you can have the very latest visible records—Shannoleaf letterheading and full details will be sent you by return. 
a, ae ae and portable binders. AND that 

u can have these advantages PLUS double or triple entering. 

ink for a moment what this means . . . in speed, in efficiency LLL FIRST IN FILING 
and—above all—in economies on clerical labour. . . . Take your The"Shannon Limited 562 Shannon"Corner New Malden Surrey 
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SETON TRUST 


LIMITED 


CAPITAL ISSUES 


The services of the Trust are at the disposal of professional advisers 
in connection with the public financing of established undertakings. 


3 Throgmorton Avenue, London, E.C.2 


TELEPHONE: London Wall 6871-4 TELEGRAMS: Setru Stock London 


Puffs, Balloons and Smokeballs 


By 
A. LAURENCE POLAK, B.A. (Hons, Classics) 


SOLICITOR OF THE SUPREME COURT 


ILLUSTRATED BY LESLIE STARKE 


Mr. Polak is no stranger to the Accountancy 
Profession, which has enjoyed his ‘‘ Legal Fictions ” 
series of books almost as much as the Legal Profession, 
to which they were principally directed. Here, the 
author is at his best, and whether whimsical or 
serious, grave or gay—whatever his mood, he can 
be relied upon to entertain, amuse and instruct. A 
delicious blend of wit, learning and scholar- 
ship, this book of essays will add further 
lustre to the reputation he 
has already established. 


Price 10s. 6d. (paste down board cover edition) 
12s. 6d. (cloth edition) 


JUSTICE OF THE PEACE LTD. 
CHICHESTER, SUSSEX 


The influence of the American strip cartoon .. . 
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lis | “We dont have tH be cdtossat * 


persisted the chief accountant, 


dine "Powers-Samas make units exactly the size for a business like our own |, 
—small, but if I may say so, perfectly formed". "Compact and progressive" 
agreed the chairman "and how crippling might the cost be?" 
“The annual cost of Powers-One would be no more than the salary 
of one ordinary clerk" replied the accountant, 
"we can buy the unit or rent it". "Now that sounds like efficiency 
we can afford" decided the chairman 


"make an appointment with Powers-Samas right away". 


There is a Powers-Samas System of accounting for every type of business 


POWERS-SAMAS 


Powers-Samas Accounting Machines (Sales) Limited, Powers-Samas House, Holborn Bars, London, E.C.1. 
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Classified Advertisements 


Two shillings and sixpence per line (average eight words), Minimum ten shillings. Box numbers one shilling extra. 
Replies to Box Number advertisements should be addressed Box No. . . ., c/o Accountancy, Incorporated Accountants Hall, 
aemple Place, Victoria Embankment, London, W.C.2, unless otherwise stated. It is requested that the Box Number be also placed 
at the bottom left-hand corner of the envelope. 


APPOINTMENTS VACANT 


(See also page 420) 


A; P. GARDNER & CO. have vacancies in their 
Vancouver and Prince Rupert offices for young 
Chartered or Incorporated Accountants. Good opportuni- 
ties for advancement, particularly if willing to commence 
in a junior capacity in order to familiarise yourself with 
Canadian conditions. Prince Rupert climate similar to 
north of Scotland. Write Airmail, sending photo and 

iving full details to A. P. Garpner & Co., Chartered 
y even rmndag 1118, Melville Street, Vancouver, Canada. 


ACCOUNT: 'ANT—A vacancy exists on the Internal 
Audit staff of a Welwyn Garden City company. 
Candidates should be between 25 and 35 years of age, 
and have the Final examination of the Institute 
of Chartered Accountants, the Society of Incorporated 
Accountants & Auditors, or the Association of Certified 
Accountants. The Company has a five-day week and a 
pension scheme. The salary paid will be in relation to the 
qualifications and experience of the successful candidate. 
Full particulars in confidence to Box No. 504, c/o Accoun- 
TANCY. 
ACCOUNTANT , qualified, required for internal audit 
department of large company in Welwyn Garden City. 
Suitable opportunity for a young recently qualified man 
wishing to gain commercial experience. Salary £500- 


£650 per annum. Full particulars, in confidence, to ~ 


Box No. 500, c/o ACCOUNTANCY. 
(CHARTERED ACCOUNTANTS invite applications 
from young qualified Accountants (preferably single) 
to fill vacancies in Karachi for an initial term of three 
years with a view to renewal if suitable. Commencing 
salary up to Rs.1,700 per month according to age, qualifi- 
cations and experience, with annual increases. Provident 
Fund; Car expenses paid; First-class passages and 
expenses paid. Six months’ leave on full pay on comple- 
tion of term. Interview in London.—Write Box “ E.T.,” 
c/o J. W. Vicxers & Co., Ltp., 7-8, Great Winchester 
Street, London, E.C.2. 
(CHARTERED OR INCORPORATED Accountant, 
recently qualified, is required to manage a section of the 
Internal Audit Department of the Philips Group of Com- 
panies. There will be given opportunities for a young man 
aged 24-27 to gain experience of modern methods of cost 
accounting, budgetary control and management in the 
industrial and commercial field, 5-day week, pension 
scheme, and progressive promotion policy. Application 
forms from Personnel Officer (465), Philips Group, Cen- 
tury House, Shaftesbury Avenue, London, W C.2. 
HARTERED OR INCORPORATED ACCOUN- 
TANTS required by leading firm of Chartered 
Accountants for an office in Lagos, where work will be 
interesting and responsible, with prospects of promotion, 
First tour of eighteen months with three months’ paid 
leave and passages fur man and wife. Initial salary £1,100 
to £1,600 per annum, according to personality and 
experience, with advantage of low income tax, free 
medical benefits and accommodation, and kit allowance 
of £50.—Apply, Box No. 503, c/o ACCOUNTANCY. 
FISHING TACKLE specialists require Stock Controller, 
Man capable of controlling manufacturing, wholesale 
and retail branch stocks, together with good knowledge 
of modern card index system. Good salary to right man. 
Reply, giving age and salary expected to the Secretary, 
Harpy Brotuers (ALNwick) Lrp., Alnwick, Northumber- 
nd. 
ONDON CHARTERED ACCOUNTANTS have 
vacancies in their taxation department for young 
qualified accountants with some taxation experience. 
Write stating age, experience and salary required to 
Box No. 488, c/o ACCOUNTANCY. 
LONDON CHARTERED ACCOUNTANTS require 
qualified man of high integrity for Colonial branch, 
Reply, stating age and experience.—Box No. 480, c/o 
ACCOUNTANCY. 
UALIFIED ACCOUNTANTS (three) required by 
professional firm in West Africa: Single men age about 
go preferred: One of the appointments will involve con- 
siderable travelling, for which adequate allowances are 
paid. Commencing salary £1,000 per annum. Eighteen 
months’ tours with three months’ paid leave between tours. 
Provident Fund. Low Income Tax. Apply with full 
details to Box No. 872, Dortanp ADVERTISING, 18-20, 
Regent Street, London, S.W.1. 
Tvo Chartered or Incorporated Accountants, aged 25 
to 35, unmarried, required by a British firm of practising 
Accountants in Hong Kong for immediate appointment. 
Commencing salary up to HK.$2,000 per month according 
to experience, rising by annual increments of HK.$1,200 
on a three years’ contract. First-class passage both ways 
with six months’ full pay leave at the end of the third year, 
Excellent prospects. Reply, stating full details of experi- 
ence and qualifications, to Box No. 499, c/o ACCOUNTANCY, 


PHILIPs ELECTRICAL INDUSTRIES, LTD., have 
a vacancy on their Internal Audit Staff for a young 
man aged 20 to 24 who has had practical experience of 
bookkeeping and is preparing for the examinations of 
1.C.W.A. or A.C.C.A, The work will be done in several 
different factories and units in south and central London 
and provides a good opportunity for getting to know fac- 
tory and selling company cost accounting and budgetary 
control, The successful candidate will be expected and 
encouraged to complete his professional studies and will 
have various routes of promotion open to him, 5-day 
week, canteen facilities, good office conditions, pension 
scheme, Application forms from the Personnel Officer 
466), Century House, Shaftesbury Avenue, W.C.2. 


THE Governing Body of Oundle School require a Chief 
Accountant to be msible under the Bursar for the 
accounts of the School. Starting salary according to 
experience, but not less than £600 per annum plus rent 
free residence. The successful candidate will be required 
to start about March 16, 1953. Applicants, who should 
be qualified accountants under 40 years of age, should 
apply to the Secretary of the Governing Body, Grocers’ 
Hall, Princes Street, London, E.C.2, giving full details of 
experience to date and names of referees. Closing date 
December 13, 1952. 


YOUNG Qualified Accountant required for leading 
- professional firm in Northern Rhodesia. Senior position 

with prospects of partnership for suitable applicant.— 

Write “Auditor,” Box No. 13, Kitwe, Northern Rhodesia. 


PRACTICES & PARTNERSHIPS 


-S.A.A., 32, extensive professional experience, especially 
tax and back duty without supervision, own nuc 
small capital, seeks position with ultimate partnership 

prospects.—Box No. 502, c/o ACCOUNTANCY. 


YOUNG Incorporated Accountant with sound pro- 

fessional experience, including taxation, seeks position 
offering Partnership prospects or succession to sole prac- 
titioner within a reasonable period. Very keen to advance 
in profession and prepared to work hard. Prefer London 
or South.—Box No. 501, c/o ACCOUNTANCY. 


SAUNT 


THE WORLD’S GREATEST BOOKSHOP 


SUBJECT. 


TOUTE 


= GERrard 5660 (16 lines) 


* es FOR BOOKS 4&4 


NEW, SECONDHAND AND RARE BOOKS ON EVERY 
STOCK OF OVER 3 MILLION VOLUMES 


Subscriptions taken for British, American and Continental 
magazines; and we have a first-class Postal Library. 


119-125 CHARING CROSS. 


ARTICLED CLERKS 


CANADA. Chartered Accountants are prepared te 
offer opportunity to several British youths to 

Articled Pupils, and will pay a salary, modest but ad 

on which to live whilst articled. Age 17-22. Matricy tiog 

standard or higher, with good mathematics record, Brief 

details to Box OSS.59/2, Overseas TEcHnicaL SERvig, 

5, Welldon Crescent, Harrow. Middlesex. 


JNCORPORATED ACCOUNTANT ii articled 
clerk in January.—Write, I. A. 
—_— » 695, Downs “Reak 


APPOINTMENTS REQUIRED 


OLD-ESTABLISHED firm of Incorporated Accou,. 

tants, practising in Devon and Cornwall are prepared 
to’ undertake single audits on an agency basis.—Box No, 
«83, c/o ACCOUNTANCY. 


MISCELLANEOUS 


ESKS, safes, steel cupboards, filing cabinets, 
D general office furniture, new and secondhand, for ber 
or purchased.—Coopers, 24, Broad Street Place, Liverpogl 
Street, London, E.C.2. Tel.: London Wall 2021. 


mptly engraved. Send words for 
leaflet on receipt of ad. stamp, 
Son, Lrp., 367, Euston Road, N.W.1. 


CKET PUBLICATIONS giving the meat of ead 
subject. [Cost Accounts, 40 pp., 28. Qd.; Partnership 
Accounts, 60 pp., 38. 9d.; Examination Notes on Bankrupigy 
28 pp., 2s.; Mercantile Law, 32 pp., 28.; Seven-Day Cougs 
Economics, 52 pp., 28. gd. Ask for specimen of Notes fy 
Secretaries, Accountants and St w—R. A, STARNES, F.CLL, 
32 (ex 26), Essenden Road, St. Leonards-on-Sea, Sussex, 


"THOUSANDS of accountancy students have used 

Books for the Pocket. Containing hundreds of examinaticg 

questions with practical answers they save hours and houy 

of study time. Bankruptcy and D. of A. (150 Q’s and A’p, 
. 3d.; Gueee Law (300 Q’s and A’s), 78. 9d.; Economia 
150 Q’s and A’s), 6s. Executorship Law and 


Statistics (80 Q’s and 

A’s), 6s. gd.; Also “‘ The Simplified Study Series,” Bileg 
Exchange Made Easy, 1s. 5d; Branch Accounts Simplifas 
1s. 8d.—From Stupents’ Pusiications, Ltp., 9, 
Drive, Woking, Surrey. 
"TYPEWRITERS.—Standard office models 

promptly, free destination, against deposit 35s., 
gradually. Arrival satisfactory condition guaranteed ; every 
machine warranted.—H. Verney CLAYTON, M.C., Market 
Rasen, Lincs. 


ROAD, LONDON, W.C.2 


Open 9-6 (inc. Sats.) 


Sel MMM TTT 


POM A 


LAURIE & COMPANY 


The Recognized Employment Specialists in Accountancy 


= 
= 
= 
= 


Our four partners together have 104 
years’ experience selecting staff for 
This explains why our 
introductions lead to permanencies. 


19 BASINGHALL STREET, LONDON, E.C.2 


SHUM 0 NNN) LICENSED BY THE CORPORATION OF THE CITY OF LONDON @iggiannminanniiniiiniiaae 


employers. 


MONARCH 6301 
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E. IRVINE HALLAS, A.C.A. 


7-9 QUEENSGATE, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
rompt return of all papers is guaranteed. Moderate 
Fone. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 800 signed letters 
received from past students will be sent on request. 


KING’S DETECTIVES 


Confidential Investigations in Civil, Criminal, Commercial, 
and Personal cases. Observations discreetly maintained upon 
Suspected Persons and Premises. Internal Larcenies and 
cases of Fraud and Embezzlement investigated. Financial 
Inquiries and Investigations in Bankruptcy cases under- 
taken. Questioned Documents examined. Persons Traced. 


W. J. KING’S DETECTIVE BUREAU LTD 
65-66 CHANCERY LANE, LONDON, WC2 
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Arbitration 


Arbitration plays an important part in the 
professional activities of Chartered, Incor- 
porated and Certified Accountants. 


The Institute of Arbitrators was formed in 
1915 for the purpose of providing an organisa- 
tion which specialised in the knowledge of 
the Law and Procedure therein, as well as to 
further the settlement of disputes by this 
means. 


Membership is open to members of specified 
Professional Bodies among which the Institute 
of Chartered Accountants, the Society of 
Incorporated Accountants and Auditors, and 
the Association of Certified & Corporate 
Accountants are included; and Chartered 
Accountants, Incorporated "Accountants and 
Certified Accountants are eligible for the 
Institute Panel for Professional Arbitration. 


Particulars may be obtained from the Secretary, 


The Institute of Arbitrators 


(Incorporated) 
10 Norfolk Street, W.C.2 
Examinations are held in May and November 
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